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UN ENVOY ON SUPPORT TO PEACE-KEEPING FORCES 


OW150935 Beijing XINHUA in English 0707 GMT 15 Dec 81 


[Text] United Nations, December 14 (XINHUA) -- The U.N. Security Council today unanimously 
agreed to an extention of the mandate of the United Nations peace-keeping force in Cyprus 
for another six-month period from December 16, 1981 to June 15, 1982. 


Under the resolution adopted by a vote of 15 to none, with no abstentions, the Council 
noted with satisfaction that the parties had resumed their intercommunal talks with the 
framework of the 10-point agreement, and asked the U.N. secretary-general to continue 
his mission of good offices. 


U.N. Secretary-General Kurt Waldheim stressed at the Council's meeting that there was a 
need for greater efforts, greater restraint and more concrete achievements. The path 
had Leen charted, while the obstacles were formidable, he said. 


In today's vote, China supported the operation of the U.N. peace-keeping force. 


Ling Qing, permanent representative of China to the United Nations, said that taking 
into consideration the changes in the international arena and the evolution in the role 

of United Nations peace-keeping operations, China would actively consider and support 
operations that were conducive .o the maintenance of international peace, to the preserva- 
tion of the sovereignty and independence of the states concerned, in strict conformity 
with the purposes and principles of the U.N. Charter. 


UN APPROVES APPOINTMENT OF NEW SECRETARY GENERAL 


0W160822 Beijing XINHUA in English 0803 GMT 16 Dec 81 


[Excerpt] United Nations, December 15 (XINHUA) -- The U.N. General Assembly today 
unanimously approved by acclamation the appointment of Javier Perez de Cuellar as the 
fifth U.N. secretary-general. The appointment was unanimously recommended by members of 
the Security Council. 


After taking the oath of office, Perez de Cuellar assured the General Assembly that he 
would assist in the implementation of the Assembly's decisons in various fields, and 
would approach all problems with an open spirit. He recalled that he had taken full part 
in the frustrating endeavor to bring about a new international economic order. He could 
not separate himself from his origin in a developing country, and was aware of the need 
to give impetus to the new global negotiations, he added. 


PRC ATTENDS INTERNATIONAL MARITIME MEETING 


OW151136 Beijing XINHUA in English 0759 GMT 15 Dec 81 


[Text] Dacca, December 14 (XINHUA) -- A six-day international preparatory assistance 
meeting on the regional network of maritime training centres began in Dacca today. 


The meeting, attended by delegates from Bangladesh, China, India, Indonesia, Thailand 
and South Korea, aims at examining the facilities available for specialized training 

in the field of maritime acitivites for various institutions in Asia. The meeting is 
sponsored by the United Nations Development Programme and the Intergovernmental Maritime 
Consultative Organisation. 
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REPORTS DENG WOULD RESIGN OVER TAIWAN ARMS DENIED 


OW150521 Hong Kong AFP in English 0508 GMT 15 Dec 81 


[Text] Beijing, 15 Dec (AFP) -- A government spokesman today denied foreign press 
reports that Chinese strongman Deng Xiaoping had said he would be forced to resign if 
he were to tolerate U.S. arms sales to Taiwan. The spokesman called the report, which 
cited well-informed Chinese sources, a "pure fabrication." 


China has repeatedly said that it would oppose American arms sales to Taiwan. Recently 
China threatened to break off "strategic relations" with the United States. Beijing 
warned that new arms sales would trigger a "strong (Chinese) reaction," up to and possibly 
including a reduction in the level of diplomatic relations such as occurred with the 
Netherlands at the beginning of the year, 


NEW CHINA NEWS AGENCY stressed recently that Beijing opposed any U.S. arms sales to 


Taiwan, whatever the type of the weapons. The Chinese opposition did not refer only to 
high-performance weapons as earlier reports may iave indicated, the agency said. 


CONGRESSIONAL COMMITTEE APPROVES 1982 DEFENSE BILL 


OW160807 Beijing XINHUA in English 0701 GMT 16 Dec 81 


[Text] Washington, December 15 (XINHUA) -- U.S. Congress has approved a 200 billion 
dollar defense spending bill for fiscal year 1982 starting last Oct. 1. The bill passed 
by a House-Senate conference comnittee Monday night is slightly less than President 
Reagan's request of 200.9 billion dollars. 


The vote indicated a Congressional willingness to go along with President Reagan in 
increasing military spending while cutting back on domestic programs, the press here 
noted. The controversy during the debate was centering on whether some of the money 
President Reagan asked for such strategic hardwares as MX missiles and B-1 bombers 
should be channeled to conventional arms. As the New York TIMES put it, "the central 
debate concerned guns versus guns, not guns versus butter." The huge military spending 
is decided when the U.S.-Soviet nuclear disarmament talks are underway in Geneva. The 
U.S. President must be supported in this way, it was argued. "It is still a race, a 
race with the Soviets as to who has more and better weapons," Senator John Stennis said 
during a recent debate on military spending. 


PRC, U.S. SCIENTISTS COMPLETE OIL STUDY PLAN 


OW121214 Beijing XINHUA in English 1201 GMT 12 Dec 81 


[Excerpts] Beijing, December 12 (XINHUA) -- Chinese and U.S. scientists have completed 
field work for a plan of study that might help promote the prospecting and exploration 

of oil on the continental shelf off the mouth of the Yangtze River, the National Bureau 
of Oceanography announced today. 


Three Chinese survey ships, the 3,000-ton "Shijian", the 1,000-ton "Xiangyanghong 07" 
and the 1,000-ton "Shuguang 07,"' returned to Shanghai on separate occasions earlier 
this month from trips to the work area, where Chinese and U.S. scientists surveyed 
amounts of suspended and dissolved matter carried by the Yangtze River and its 
sedimentation process. 


The trips are part of a joint study plan signed in 1979 between the National Bureau of 
Oceanography of China and the U.S. National Oceanic and Atmospheric Administration 
(NOAA). Preliminary surveys were conducted in June last year by a fleet of four survey 
ships, three Chinese and one U.S. In August this year, Chinese and U.S. scientists did 
field work to study sedimentation dynamics. Scientific papers resulting from these 
study trips will be made public at a symposium being planned for March 1983. 
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RENMIN RIBAO ON STATE OF SOVIET-AFGHAN RELATIONS 


HK151244 Beijing RENMIN RIBAO in Chines. ‘| Dec 81 p 6 
{Random notes by He Zhuo [0149 0587]: "The Meaning of 'Model'"'] 


[Text] On the eve of the third anniversary of the signing of the "treaty of friendship and 
good=-neighborly cooperation" between the Soviet Union and Afghanistan, TASS published a 
commentary, lavishing praise on the "sympathy" the Soviet Union has for Afghanistan and the 
"genuine concern" it shows for the well-being of the Afghan people. It also said that the 
relationship between the Soviet Union and Afghanistan is a "model of established relations" 
between one state and another. One may well say that TASS is blowing its own trumpet. 


The relationship between the Soviet Union and Afghanistan can really be called a "model," 
but it is not a model of nonaggression upon each other's territorial integrity, noninter- 
ference in each other's internal affairs, equality, mutual benefit and peaceful coexistence 
between one country and another, but a relationship between the Soviet Union, the super- 
power, and the countries subject to its aggression, interference and control. 


The Soviet-Afghan "treaty of friendship and good-neighborly cooperation" was signed on 

5 December 1978. A year later the Soviet troops invaded Afghanistan and fostered a puppet 
regime at the point of a bayonet. At the same time tiiey sanguinarily suppressed the 
resistance of the Afghan people. This scene of modern colonial history still continues 

and it is not known when it will come to an end. All denunciations and appeals by the whole 
world have failed to move the hearts of the Moscow hegemonists, and tte 100,000 Soviet troops 
simply hold on to Afghanistan. The Afghan tragedy has shown to the w ole world the meaning 
of the so-called "friendship," "good-neighborliness" and "cooperation" in the Soviet official 
documents. Since the TASS commentator has appreciated the blood and tears of the Afghan 
people as booty of the Soviet hegemonic expansion and bragged about this as a masterpiece 

and "model" of enslaving the people of the people of the Third World by the Soviet Union, 

how can he have an iota of "sympathy" or "concern" in his heart for the Afghan people and 

the people of the Third World? 


Comparatively speaking, Zamyatin, who once worked as director of TASS, is more honest than 
this commentator. In reply to a question at a press conference held in West Germany not 

long ago, Zamyatin, who served as Brezhnev's spokesman, said, "as a country having no 

treaty links, Afghanistan can decide its own policy by itself." Zamyatin naturally did not 
forget that Afghanistan had once signed a treaty with the Soviet Union, but the reason he 
regarded it as nothing was that the treaty had lost its significance after it created 
conditions for Soviet interference in Afghanistan. As a matter of fact, what Zamyatin 

said did not make complete sense. How can treaty links of genuine equality and mutual 
benefit between two sovereign states affect the right of the signatories to determine their 
own policies? As minister of the International Information Department of the CPSU 

Central Committee, Zamyatin's words reflected instinctively and in a negative way the Soviet 
hegemonist philosophy in international politics. That is, no country that is linked 

with the Soviet Union by a treaty can decide its own policy, and it can only be absolutely 
obedient to the Soviet Union. Is this not the precise meaning of the "model" of the Soviet- 
Afghan "treaty of friendship and good-neighborly cooperation"? 
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COVERAGE OF GU MU, HUANG HUA VISIT TO JAPAN 
Depart for Toyko 14 Dec 
OW141327 Beijing XINHUA in English 1311 GMT 14 Dec 81 


[Text] Beijing, December 14 (XINHUA) -- The Chinese delegation to the second Sino- 
Japanese ministerial conference left here today for Tokyo by air. The two-day conference 
to be attended by members of China's State Council and those of the Japanese Cabinet will 
start tomorrow. The Chinese delegation is headed by Vice-Premier of the State Council 

Gu Mu, with Huang Hua, vice-premier of the State Council and minister of foreign affairs 
as its deputy head, 


(fhe first such conference was held last December in Beijing. 


At the airport Gu Mu said to the press that he was glad to lead the Chinese delegation to 
the conference. The success of the conference, he added, would be of great importance 

to developing the friendly cooperation between China and Japan politically and economically 
and in the fields of science and technology and culture. China would pool its efforts 
with the Japanese friends in achieving successes for the meeting, and making contribu- 
tions to the development of the Sino-Japanese friendly relations. 


When asked about the problems popped up from the contracts on complete set equipment, 

Gu Mu said no major changes had been made in all the projects except that for the Baoshan 
steel complex. "In my point of view," he said, "the problems have been smoothed out.” 
"The prospect for the economic and technical cooperation between the two countries is 
good," he added, "although economic readjustment will go ahead in China." 


Huang Hua told the press that he hoped for more consultations between the Governments of 
China and Japan, so that their actions could be well coordinated and they could pool their 
efforts in opposing the expansionist and aggressive policy. 


The delegation was seen off at the airport by Vice-Premier Yao Yilin, Vice-Minister of 
Foreign Affairs Zhong Xidong, and Vice-Minister of the Administrative Commission on Import 
and Export Affairs Zhou Jiannan as well as the Charge D'affaires ad interim of the Japanese 
Embassy Koje Watanabe. 


Foreign Minister Hosts Banquet 
0W141920 Beijing XINHUA Domestic Service in Chinese 1534 GMT 14 Dec 81 


[Text] Tokyo, December 14 (XINHUA) -- Japanese Foreign Minister Yoshio Sakurauchi this 
evening entertained Chinese Vice Premier Gu Mu and his delegation at a banquet. The 
Chinese delegation arrived here this afternoon to attend the second Sino-Japanese min- 
isterial conference. 


In his toast at the banquet, Sakurauchi said: "What comes to my mind when I, together 
with my Chinese friends, sit before the dinner table is the marked development of Japan- 
China relations in recent years. Now, either on bilateral relations or on different major 
issues in the international relations, exchanges of views can be conducted frequently 
between Japan and China so frequently that one may compare these exchanges to those of 
two neighbors without a wall between them.” 


The Japanese foreign minister pointed out: "Now that the Japan-China relations are not 
confined between the two governments only, they have become extensive relations reaching 
various strata A further development of the relations between the two countries is a 
major responsibility for voth of us," he stressed. 
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Gu replied: ''To convene the Sino-Japanese ministerial conference is an effective way to 
promote relations of friendship and cooperation between the two countries. We are happy 
to see that these relations have been developing in all fields since the first Sino- 

Japanese ministerial conference held successfully in Beijing in December of last year." 


Gu pointed out: "Although the social systems of our two countries are different, we face 

a common threat and have similar strategic interests which have enabled us to exchange views 
frequently and to coordinate their actions in dealing with complicated international issues, 
thus making their respective contributions to peace and stability in the Asian-Pacific 
region," 


Present at the banquet on the Chinese side were: Huang Hua, Vice premier and deputy head 
of the delegation; Yuan Baohua, minister in charge of the State Economic Comnission; Han 
Guang, minister in charge of the State Capital Construction Commission; Zheng Tuobin, 
minister of foreign trade; Lin Hujia, minister of agriculture; Wang Bingqian, minister of 
finance; Fu Hao, Chinese ambassador to Japan; Duan Yun, vice minister of the State Planning 
Commission; Gan Ziyu, vice minister of the State Import-Export Commission; and Xiao 
Xiangqian, director of the First Asian Affairs Department of the Ministry of Foreign 
Affairs. 


Present at the banquet on the Japanese side were: Toshio Komoto, director general of the 
Economic Planning Agency; Michio Watanabe, finance minister; Kichiro Tazawa, minister of 
agriculture, forestry and fisheries; Shintaro Abe, minister of international trade and 
industry; Tokusaburo Kosaka, transport minister; Susumu Nikaido, secretary general of the 
Liberal Democratic Party; Yoshimi Furui; Yoshihiro Inayama; Yasushi Inoue; and Yasue 
Katori, Japanese ambassador to China. 


The Chinese delegation arrived in Tokyo this afternoon. 
Gu Mu, Suzuki Talk 15 Dec 


OW151900 Beijing XINHUA in English 1845 GMT 15 Dec 81 


[Text] Tokyo, December 15 (XINHUA) -- Japanese Prime Minister Zenko Suzuki said here 
today "there are no differences or thorny issues between Japan and China, there are only 
friendship and mutual trust." He said this when he received the Chinese Government 


delegation at his official residence here this afternoon. The Chinese Government delega- 
tion has come here to attend the second Sino-Japanese ministerial conference. 


Gu Mu, vice premier and head of the Chinese delegation said: "Prime Minister Suzuki has 
many times expressed his support for China's modernisation program and extended promptly 
support for the proposed cooperation between the Chinese Communist Party and the Kuomintang 
for the third time and the proposals put forth by Chairman Ye Jianying. We set great store 
by the friendly stand taken by the prime minister." 


Suzuki expressed satisfaction with the development of the amiable bilateral relations. 
"Maintenance of this friendship and mutual trust between Japan and China," he said, “is 
not only in the interest of the peoples of the two countries, but will also contribute to 
peace in Asia and the world at large. These relations should, therefore, be further 


enhanced." 


Agreeing with him, Gu Mu said that he saw every reason to promote the cordial relations 
between the two countries, for the interest of their peoples and for peace in Asia and 
the world. 
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Referring to the ministerial conference, Suzuki said that the conference was a success 
as was expected. Gu Mu expressed his appreciation of the thoughtful preparations made 
by the Japanese Government for the conference. He conveyed Premier Zhao Ziyang's best 
regards to Prime Minister Suzuki and told him that preparations were being made to 
welcome Prime Minister Suzuki to China. 


In return, Suzuki welcomed Premier Zhao to visit Japan next June. He said he believed 
that his visit to China next year would be "a memorable one" as 1982 is [the] tenth 
anniversary of the normalization of relations between the two countries. 


Huang Hua, Sakurauchi Comments 
OW152056 Beijing XINHUA in English 2017 GMT 15 Dec 81 


{Text ] Tokyo, December 15 (XINHUA) -- Participants of the second Sino-Japanese minis- 
terial conference held the first plenary session in the conference hall of the foreign 
ministry today to exchange their views on the international situation, Sino-Japan rela- 
tions, and economic and financial peciicies adopted by each side. 


Referring to the international situation and Japan's foreign policy, Japanese Foreign 
Minister Yoshio Sakurauchi said that most of the problems facing the international com- 
munity remained unsolved and even came to a deadlock in the past year. He said that the 
East-West relations with the U.S.-Soviet relations as their center are still unstable, 
and while no clues of the solutions to the Kampuchean and the /fghan problems can be 
seen, the situation in Poland appears grave. He said that th North-South relations are 
not merely an economic issue but also a political one. The Cancun summit attended by 
Japanese Prime Minister Zenko Suzuki, Chinese Premier Zhao Ziyang and other 20 heads of 
state or government should be highly praised, he said, because the conference was an 
important attempt to solve North-South problems. 


He said that the biggest issue in Asia is the Kampuchea problem to which should be sought 

a political resolution in accordance with the declarations and resolutions adopted by 
international conferences on Kampuchea or by the United Nations. Therefore, more efforts 
should be made to persuade the countries concerned. He said that Japan attaches importance 
to China keeping good relations with the ASEAN and with the U.S. and hopes that China and 
the U.S. will develop further their good and stable relations. 


Talking about the bilateral relations between Japan and China, the Japanese foreign 
minister expressed the hope that the relations will continue to develop in width and depth. 
Out two countries, he added, have exchanged frankly our views not only on their bilateral 
relations but also on the international situation and important international issues. 

In order to cope with the complicated international situation, more cooperation between 

the two countries is needed, he said. 


In his speech, Vice-Premier Huang Hua pointed out that the developments over the past 
year have shown that the international situation has remained complicated, unstable and 
volatile. Factors for war as well as factors that deter aggression and expansion and 
delay the outbreak of a global war have all been increasing. 


The Afghanistan and Kampuchean peoples, in their struggle against aggression, have 
pinned down much of the Soviet and Vietnamese forces, Huang Hua said. He added that 
the Soviet Union has also run into trouble in its backyard. Upheavals in Poland are 
signs in this regard. 
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Faced with these and other difficulties, Huang Hua said, the Soviet Union has launched a 
fresh "peace offensive," taking advantage of the pacifist ideas in some parts of the 
Westand the policies of compromise and appeasement adopted by some Western countries. 


Against the background of the Soviet "peace offensive," he said, China, Japan, West Europen 
countries, and the U.S., as well as all countries that are opposed to Soviet aggression 
and expansion, shovld keep their vigilance and, starting from their respective positions, 
should strengthen their consultations and coordinate their actions to continue to give 
firm support to the Afghanistan and Kampuchearn peoples in their just struggle against 
aggression and for safeguarding their national independence so as to keep the front line 
against hegemonism in Afghanistan and Kampuchea. Any suggestion aimed at weakening the 
resistance movements there and making compromises with the Soviet Union and Vietnam at 
the expense of the independence and sovereignty of Afghanistan and Kampuchea will be 
detrimental and can only play into the hands of the Soviet and Vietnamese aggressors, 

he said. 


Huang Hua said, if the deveioped countries can view the North-South question from an 
overall situation of opposing Soviet xggression and expansion, take a positive attitude 
towards and respect the rights and interests of the Third World countries, this will be 
advantageous to the stabilization and the strengthening of their ties with the Third 
World, as well as to checking Soviet expansion and reducing Moscow's influence in the 
Third World. The cases are similar to the Middle East, South African and Central American 
questions. The United States fails to deal with these problems from the overall strategic 
situation and attaches no importance to the call of the Third World countries, therefore, 
it not only cannot get rid of the passive situation but also provides opportunities for 
the Soviet Union to disintegrate and infiltrate into other countries and carry out sub- 
version and expansion there. The Taiwan problem is an outstanding one in this respect. 


On the Sino-Japanese relations, Huang Hua said, "we have enhanced consultation, and coordi- 
nation of policies and actions in international affairs. New progress has been made on 

the friendly cooperation in economic and trade fields. Next year will be the tenth anni- 
versary of the establishment of diplomatic relations between China and Japan and leaders 

of the two countries will change visits. We believe these visits will make new contri- 
butions to the development of long-standing friendly cooperation between the two countries." 


Speaking on the economic situation in China and economic and trade cooperation between the 
two countries, Vice-Premier Gu Mu said China's economy had been in further readjustment in 
the past year. He said, "This readjustment is 21 healthy one and it will lay a foundation 
for the steady and further economic development in the future." China will not change its 
policy of socialist modernization campaign and economic policy open to the world as well 
as the policy of positively developing foreign trade and economic cooperation by relying 
mainly on its own efforts, he added. He pointed out that good progress has been made in 
the economic and trade exchanges between the two countries in the past year, and it is 
estimated the volume of trade between the two countries will reach 10,000 million U.S. 
dollars, ten times that in the year when China and Japan established diplomatic relations. 
There will be broader vistas fo the economic cooperation between China and Japan, he said. 
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During the meeting, Chinese ministers addressed on the reform of economic management 
set-up, finance, capital construction, the future of trade between China and Japan, 
agriculture, forestry and fisheries. Japanese ministers spoke on the economic situation 
in Japan, main approaches to business management, trade and material resources, economic 
anc technological cooperation, agricultural and transportation. These show much can be 
accomplivhed inthe fields of economic and trade cooperation between the two countries. 


This afternoon, the ministers of the two countries respectively held group meetings. 


Chinese Ambassador Fu Hao gave a reception tonight for the Chinese Government delegation 
to entertain Japanese friends from various circles. Over 350 people, including Cabinet 
ministers, leaders of political parties, members of the Diet and personages from friendly 
Japanese institutions, attended the party. 


Talks End; Huang Departs 
OW161241 Beijing XINHUA in English 1223 GMT 16 Dec 81 


[Text] Tokyo, December 16 (XINHUA) -- The second conference of Sino- Japanese officials ended 
today with the signing of the minutes of talks and the notes of governments exchanged on 
cooperation in capital fund for the Daqing petrochemical project and the first-stage construc- 
tion project of the Baoshan iron and steel complex. Chinese Vice-Permier Gu Mu and Japanese 
Foreign Minister Yoshio Sakurauchi signed the minutes of talks on behalf of their respective 
governments. Chinese Vice-Premier and Foreign Minister Huang Hua and Japanese Foreign 
Minister Yoshio Sakurauchi signed the exchanged notes of governments on behalf of their 
respective governments. 


The conference approved a joint press communique on its work. 


Both Foreign Minister Sakurauchi and Vice-Premier Gu Mu said in their closing speeches 
that such conferences between government officials of the two countries provided an 
effective way to promote the steady development of Sin0-Japanese relations of friendship 
and cooperation. They agreed that the conference should go on so that it can play a 
greater role in developing the relations between the two countries. 


Vice-Premier Huang Hua left here for home after the conference was over. He met with 
former Japanese Foreign Ministers Sunao Sonoda and Masayoshi Ito during his stay in Tokyo. 


Joint Communique Issued 
OW161257 Beijing XINHUA in English 1232 GMT 16 Dec 81 


[Text] Tokyo, December 16 (XINHUA) -- The two-day second conference between members of the 
State Council of China and Cabinet members of Japan has stressed the impertance of further 
development of friendship and cooperation between China and Japan to peace in Asia and 

the world as a whole. 


A joint press communique issued at today's closing session of the conference says, "the 

two sides had a frank and sincere exchange of views on the international situation with 
emphasis on the Asian situation and the North-South question, and reached identical views 

on many issues. They also appraised bilateral consultations and cooperation in handling 
major world issues in the international arena over the past year. They affirmed that 

China and Japan should continue to make efforts for the maintenance and development of 

peace and stability in Asia and the world as a whole, each proceeding from its own position.’ 


! 
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"Both sides were satisfied that the relatiors of peace and friendship between the two 
countries had been develping steadily since the normalization of Sino-Japanese relations 
in 1972, especially with the conclusion of the China-Japan peace ~nd friendship treaty. 
Both sides affirmed the need to develop lasting and unshakable relations of peace, 
friendship and cooperation between the two countries in future on the basis of mutual 
understanding and mutual trust. They also affirmed that in 1982, the 10th anniversary 

of the normalization of Sino-Japanese relations, the visit to Japan by Premier Zhao Ziyang 
in June and the visit to China by Prime Minister Zenko Suzuki in autumn would be of great 
importance to the enhancement of Sino-Japanese -riendly rele*ions,"’ it states. 


During the conference, it says, the two sides exchanged views on the economic situation 
in their respective countries. The Chinese side gave an account of the present economic 
situation in China and the ten principles for future economic growth as well as the 
prospects for China's economic development, stressing that China would readjust and 
develop its national economy in the light of its conditions. The Japanese side gave an 
account of its recent economic situation and implementation of its economic policies as 
weil as its finencial policies. The communique says both sides expressed satisfaction 
with the smooth development to date of bilateral trade and affirmed the importance of 
continuing to expand trade on the basis of the >rinciples of equality and mutual benefit. 
Both sides agreed to carry on the long-term and stable trade in oil, coal and other 
energy resources and cooperation in exploitation of such energy resources. Both sides 
highly appraised the economic cooperation to date as having contribited to the enhance- 
ment of relations between the two countries. 


After the release of the joint press communique, Chinese Vice-Premier Gu Mu and Japanese 
Foreign Minister Yoshio Sakurauchi met with newsmen and answered their questions. The 
vapanese foreign minister expressed satisfaction with the outcome of this first conference 
between Chinese and Japanese officials in Japan. Chinese Vice-Premier Gu Mu said that 

the exchange of views between Chinese and Japanese Government officials on major world 
issues of common concern as well as bilateral relations are of great importance to the 
sound development of relations between the two countries. Despite the difference of the 
social systems between China and Japan, the two countries are confronted with the same 
threat and have the same aspiration for peace. The two countries therefore have basically 
identical views on many major world issues. The consultations and cooperation between 
China and Japan, Gu Mu stressed, would help arrest aggression and expansion and maintain 
peace and stability in the Asia-Pacific region. 


Further Coverage 


For additional reportage on the visit of the delegation headed by Gu Mu, vice premier of 
the State Council, and Huang Hua, minister of foreign affairs, to Japan for a ministerial 
meeting, including talks with Japanese Prime Minister Zenko Suzuki, see the Japan section 


of the 15 and 16 December Asia & Pacific DAILY REPORT. 
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LAO DEFECTOR ON DEFECTION, SRV ACTIVITIES 


Chemical Weapons Use 
OW151636 Beijing XINHUA in English 1610 GMT 15 Dec 81 


[Text] Beijing, December 15 (XINHUA) -- Khamsengkeo Sengsathit, 50, former bureau director 

of the Ministry of Health of the Laotian People's Democratic Republic and secretary general 
.e Laotian Committee for Afro-Asian People's Solidarity, told a press conference here 
afternoon why he left the Laotian Government. He was forced to leave, he said, by 

hi- resentment of the occupation of his nation by Vietnam's Le Duan clique and its expan- 

si onist policy. 


He said his arrival in China is completely "a personal affair" and has nothing to do with 
his family. "Therefore," he said, "the Le Duan clique of Vietnam has no reason to per- 
secute my family." 


The conference, in the auditorium of the Chinese People's Political Consultative Conference, 
was attended by both foreign and Chinese reporters. 


Answer’ng why he should leave his motherland, Sengsathit said "as a cadre for so many years, 
I am a patriot. I sincerely wish my motherland could gain genuine independence. Since 

the founding of the Laotian People's Democratic Republic, I have seen with my own eyes the 
Le Duan clique reducing Laos to a colony of the so-callea Indochina federation step by 

step. Therefore, I broke away from the present Laotian Government and came to China." 


He condemied the Le Duan clique of Vietnam for plundering the 1atural resources of Laos. 
He said the Vietnamese authorities are stepping up constructioa of highways No 7 and No 9 
to gain further access to Laos' iron, timber and other resources. 


He said, the economic situation in Laos is deteriorating as serious inflation and shortages 
grow while living standards decline. They have declined to such a point that many have no 
choice but to flee. There are some cadres aid peasants, however, he said, highin political 
consciousness, who have taken up arms against the occupation of Laos by the Vietnamese. 


Asked how many Vietnamese troops are in Laos, Senesathit said "between 40,000 and 60,000. 
The figure changes very often." ‘'The total in the Laotian armed forces is 4¢.900, but 
only 25,000 of them are combat worthy," he said. 


He said he was told by military personnel in Lacs the Vietnamese had used ciiemical weapons. 
They were launched by artillery and from airplanes. ‘The Vietnamese have kept this affair 
secret from the Laotians. Chemical weapons are being used directly by the Vietnamese 
themselves,"' he said. 


Responding to a question, Sengsathit also described infiltration of Laos by the Soviet 
Union. "There are now 3,000 Soviets in Laos, some being K.G.B. agents," he said. The 
Soviets have taken control of the Laotian Air Force. 


Sengsathit strongly condemned the Vietnamese-caused deterioration of Sino-Laotian 
relations. He said the Laotian people will never forget the support the Chinese offered 
during their struggle for independence and freedom. He hoped the attempted sabotage of 
Laotian-Chinese relations would not bear fruit. The Laotian people believe friendly 
relations between Laos and China will sooner or later be restored and strengthened, he 
said. 
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Statement on Control of Laos 
OW151700 Beijing XINHUA in English 1628 GMT 15 Dec 81 


[Former Laotian Official Issues Statement Exposing Vietnam's Total Control of Laos" -- 
XINHUA headline] 


[Text] Beijing, December 15 (XINHUA) == Khamsengkeo Sengsathit, former bureau director 

of the Ministry of Health of Laos and secretary-general of the Laotian Committee for 
Afro-Asian People's Solidarity, made a statement at a press conference he gave here 

this afternoon, exposing the total occupation and control of Laos by the Le Duan Clique of 
Vietnam. 


The statement said: "Having suffered from war calamities for several decades, we the 
Laotian people in particular were looking forward to rebuilding our homeland, improving 
our livelihood and enjoying rights of democracy and freedom and realizing national 
harmony. Toour extreme regret, however, this just aspiration could not be realized as 
a result of the expansionist policy carried out by the Le Duan clique of Vietnam that 
led to the total occupation of Laos which was once again reduced to a colony." 


The 3,000-word statement listed facts to show how the Le Duan clique exercised a rigid 
domination over the party, government and the army of Laos. It said that the Laotian 
People's Revolutionary Party is "merely a branch of the Vietnamese Communist Party. 
Tt® lines, policies and the composition of top leading cadres are all decided by the 

Le Duan clique." 


"In order to control the Lavtian party, the Le Duan clique set up a special ‘working 
committee for the west’ (called CP-38 for short) to serve the purpose and sent a 

special body that could deal with the various departments including party affairs to 

be posted secretly around the Central Committee of the Laotian party in Vientiane. 

They give direct instruction to the general secretary of the party and are even in 
direct charge of his security because they do not trust the Laotian guards. The Le Duan 
clique has also assigned the Vietnamese provincial party committees bordering Laos the 
task of directing Laotian provincial party committees, with one deputy secretary of 

each party committee giving direct instructions to and controlling one Laotian party 
provincial committe." 


It went on, "The Le Duan clique has appointed a minister without portfolio and one 
vice-minister from each ministry of the Vietnamese Government to be solely in charge 
of controlling and directing the work of all the ministries and commissions at the 
ministerial level under the Laotian Government. The Laotian local government bodies 
of different provinces have been put under the direct control and command of government 
bodies of Vietnamese provinces bordering Laos. Furthermore, Vietnamese cadres have 
been sent to important ministries and bureaus of Laos in the name of ‘advisers’ or 
‘specialists' who openly manipulate the Laotian Covernment work." 


The statement said, since 1975, the number of occupation troops, first sent covertly and 
then rtly has been steadily growing to forty to fifty thousand men at present, 
garrisowing places of strategic importance from the south to the north of Laos. They 
have controlled the Laotian Supreme Command and the Defence Ministry. The Vietnamese 
military zones neighbouring Laos have been assigned the tasks of directly controlling 
and commanding various Laotian military zones. The statement also exposed how the 

Le Duan clique cruelly persecuted, suppressed and plundered the Laotian people. It 
said: "The Le Duan clique has organized since 1978 high-ranking and intermediate-level 
Laotian cadres in groups and by states to be sent to Hanoi and Vientiane to receive 
brainwashing. They purge patriotic cadres who refuse to cooperate with them, throw 
into prison those cadres whom they do not trust and torture them to death. 
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"The most brutal thing was that the Le Duan clique practised a policy of genocide 
cowards national minorities of Laos. They used chemical weapons in the air and on the 
ground killing thousands upon thousands of people. 


"The Le Duan clique has taken Laos as a base supplying raw material for Vietnam's 
industrial growth and a place for dispersing her dense population. They have done 
their utmost to restrict in all aspects the recovery and development of an independent 
national economy of Laos." 


The statement said that since the founding of the republic, several hundred thousand 
people have fled the country and a large number of people have left their native homes 
and gone to the jungles and put up struggle by organizing themselves. 


Referring to Vietnam's sinister aim of total occupation of Laos, the statement said: 
"the present military occupation of Laos and the war of aggression in Kampchea waged 
by the Le Duan clique aim not only at annexing the two countries for the purpose of 
setting up the so-called Indochina federation subordinated to Vietnam, but also at 
turning Laos and Kampuchea intothe springboards for its future expansion in Southeast 
Asia, so that Vietnam can become the overlord in the region." 


In conclusion, the statement demanded the Vietnamese authorities to withdraw unconditionally 
from Laos all troops and different kinds of cadres sent to occupy and control Laos, so 

as to ensure the independence, sovereignty and territorial integrity of Laos and allow 

the Laotian people to exercise fully their rights to determine their own destiny. 
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COVERAGE OF CRISIS SITUATION IN POLAND 


PRC Foreign Ministry Spokesman 
HK160106 Beijing CHINA DAILY in English 16 Dec 81 p 1 


[Text] China has "consistently maintained that Polish affairs should be settled by the 
Polish people themselves," a Foreign Ministry spokesman said yesterday. 


"We are firmly opposed to outside interference," he said. "We hope the Polish question 
will be properly solved in conformity with the interests of the Polish nation and its 
people." 


Martial Law Declared 
OW130825 Beijing XINHUA in English 0814 GMT 13 Dec 81 


[Text] Beijing, December 13 (XINHUA) -- Polish Prime Minister Wojciech Jaruzelski declared 
martial law today saying that Poland was menaced by a state of war and that Poland was 
being taken over by a Military Council of National Salvation, according to reports received 
here from Warsaw. 


The move followed an assault on the headquarters of the Solidarity trade union in Warsaw, 
reports of troops and tank movements around the country. 


Jaruzelski in his address to the nation said "Our country is on the verge of an abyss. 
The state structure no longer functions." Poland had to take action to avert civil war 
and before the crisis degenerated into confrontation, he added. "We are a sovereign 
country; we must find our way out of this crisis through our own efforts," he stressed. 


"There is one thing that I want: peace," Jaruzelski said. "We have to come out of the 
crisis by ourselves by our hands. History would never forgive us if we failed." He 
appealed to Polish workers to stop holding strikes and urged Polish farmers to produce 
more food to make up for shortages. 


He also appealed to women to help solve the crisis. He said, "I appeal to Polish mothers, 
daughters and sisters; do your best so there is no more crying in Polish families." 


Yesterday, the Polish Solidarity national leadership in its meeting in Gdansk issued a 
series of new challenge to the government, including a general strike to be held just 
after Christmas. 
It was reported that telephone communications throughout Poland were severed last night. 
1l police vans surrounded the headquarters of the Solidarity union in Warsaw. The police 
stormed and took over the building and arrested Solidarity members. 
There were no signs of resistance. 

Reagan, Leaders Comment 
OW142058 Beijing XINHUA in English 1858 GMT 14 Dec 81 
[Text] Beijing, December 14 (XINHUA) -- The Western nations have been quick in reacting 


to the proclamation of martial law in Poland and are reportedly watching the developments 
there. Returning to the White House from Camp David yesterday afternoon, U.S. President 


Ronald Reagan told reporters that his administration is "monitoring the situation" in Poland. 


He added, "We have made it plain how seriously we would view any interference (in Poland by 
the Soviet Union)."” U.S. Secretary of State Alexander Haig announced in Brussels yesterday 
that the worsening of the Polish situation had compelled him to cancel his scheduled 
visits to Israel and a number of Asian and African states. The U.S. State Department has 
set up a Polish working group to continue to monitor the developments there. 
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Lothar Ruehl, spokesman of the Government of the Federal Republic Germany, said yesterday 
that the foreign ministers of the United States, West Germany, France and Britain had 
"exchanges of views" on the latest developments in Poland, 


At a press conference after his talks with Erich Honecker, leader of the German Democratic 
Republic, Chancellor Helmut Schmidt said his government would abide by its policy not to 
intervene in the internal affairs of Poland. 


In Paris, Prime Minister Pierre Mauroy said Sunday that the French Government was deeply 
concerned about events in Poland. He expressed the hope that the Polish people would regain 
their civil and trade union freedoms without foreign interference. 


The British Embassy in Poland told the Polish Foreign Ministry that it hoped "the situation 
in Poland would returm to normal as soon as possible." 


Italian Prime Minister Giovanni Spadolini declared in Milan yesterday that "the Italian 
Government reaffirms its solidarity with the Polish nation and appeals to all signatories 
to the Helsinki Final Acts to commit themselves not to interfere in the internal affairs 
of Poland.” 


Austrian Prime Minister Bruno Kreisy yesterday voiced the hope that the different forces 
in Poland would come to an agreement. The most important thing for Poland at present, he 
said, was that the Poles must do a good job in tackling their own affairs. 


In a communique released yesterday, the Spanich Foreign Ministry expressed the hope that 
the Polish crisis would be over with no outside interference and no internal actions that 
might jeopardize the progress made by the Polish people in recent months. 


The Portuguese Foreign Minister A.G. Pereira in a statement yesterday warned the Soviet Union 
not to invade Poland. In the event of such an invasion, the member states of NATO would be 
compelled to make the necessary decisions, he said. 


The Swedish Foreign Minister Ola Ullsten said yesterday that the Polish Covernment's ban on 
the operations of the Solidarity union and the enforcement of martial law were "outrages 
against the process of democratization." 


The Supreme Commander of the Swedish Armed Forces announced that he had placed units in 
areas and military bases in southern Baltic on higher alert. 


The Italian Communist Party called an emergency meeting yesterday with General Secretary 

Enrico Berlinguer in the chair. A statement issued later denounced with military takeover 

of powers in Poland and reaffirmed the party's support to the Solidarity union. "The Italian 
Communist Party demands that civil liberties and trade union freedoms be restored (in Poland) ," 
the statement said. It appealed to Poles with different political convictions to avoid 

taking actions that might lead to catastrophe. 


XINHUA 9 Dec Analysis 
OW101812 Beijing XINHUA in English 1504 GMT 10 Dec 81 


{"News Analysis: Political Situation in Poland" -- XINHUA headline] 


[Text] Warsaw, December 9 (XINHUA correspondent) -- Dramatic confrontation in Poland appears 
unlikely despite the recent escalations of the conflict between the government and the 
Solidarity union. 
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Two meetings, the sixth plenum of the United Workers' Party Central Committee on 
November 28 and the Radom meeting of the Solidarity's national and local leaders on 
December 3-4, had visibly heightened the long-seething tension in the country. The 
PZPR Central Committee session passed a resolution requesting the Sejm (national 
assembly) to empower the government to take whatever extraordinary measures necessary 
to end "sabotage and subversive activities" threatening the state and public security. 


The Solidarity meeting decided that in the case of the Sejm investing the government with 
the requested powers, the Solidarity will call protest strikes and even nationwide general 
strike. The meeting also laid down a number of power-sharing demands as the "minimum 
conditions for national consultations." 


Since then, the Solidarity union has intensified its confrontation with the authorities 
across the board. Some of its local chapters have threatened to organize mass rallies 

in Warsaw and other cities to "protest against the use of force by the authorities to 
resolve conflict." The Solidarity union of the Warsaw steel mill called on the Solidarity's 
national commission to give public support to actions aimed at disbanding (United Workers) 
Party organizations in the factories. 


Chapters of Solidarity in Gdansk and other coastal cities have sent people to Katowice, 
the country's coal mining center, to "prepare for the holding of local people's council 
elections." 


Chariman of the Council of Ministers, on the other hand, issued a circular on December 3 
to the ministers, governors and mayors and government agencies, instructing them to thwart 
all attempts against party organizations in the factories. This was followed by meetings 
of the Politburo and Secretariat of the party and the government examining the home 
situation "now being exacerbated" and "drawing conclusions therefrom." 


On December 7, the joint action committee of the United Workers’ Party, the United 
Peasants' Party and the Democratic Party met and discussed the prevailing social and 
political situation and matters concerning the making of major policy decisions. 


The most dramatic government action was the repeated radio and T.V. broadcasting on the 
same day of remarks of Solidarity leader Lech Walesa and leaders of local chapters at the 
Radom meeting. 


In what was recorded from his Radom speech, Walesa said: "Confrontation is inevitable." 
"We are aware of the fact that we are destroying this (present political) system." 


Other speakers at Radom suggested the organization of "workers' police" or "workers' 
guards" in order to "fight effectively to paralyse the authorities." 


Notwithstanding the touch-and-go situation, both sides have taken care not to slam the 
door shut on consultations and dialogue. 


In his authorized statement on December 7 in reply to the government press spokesman's 
statement the day before, the Solidarity spokesman to the press explained that the Radom 
decision "does not mean abandoning national consultations" and that the central leader- 
ship of the Solidarity "is obligated" to strive for "understanding." 


Meanwhile, the primate of the Roman Catholic Church, Archbishop Jozef Glemp, has been 
most active in his contacts with the different parties. He conferred with Walesa on 
December 5 on the possibility "of seeking ways and means of defusing the crisis through 
dialogue." Then, he wrote letters to the speaker of the Sejm, Prime Minister Wojciech 
Jaruzelski and Lech Walesa, urging them to renew the search for consultations and 
dialogue. 
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The archbishop also appealed for an end of the students' strikes and for stability. 


According to the Polish News Agency PAP reports, the students' strikes had ended by 
December 8 and a factor aggravating the tension was thus temporarily removed. 


The Sejm agenda announced yesterday does not include the bill to empower the government 
to take extraordinary measures in case of emergency. 


These are signs which bring to the Poles, who are sick and tired of the protracted 
upheaval in the country, a ray of hope. 


Observers here point out that it is not unlikely that the tension has peaked for 
the time being and a relative lull may follow. 


East Europe Voices Support 
OW151556 Beijing XINHUA in English 1507 GMT 15 Dec 81 


[Text] Beijing, December 15 (XINHUA) -- Czechoslovakia, Hungary and the German Demo- 
cratic Republic have voiced support for the emergency measures taken by the Polish 
Government, according to press reports today. 


CTK reported that leaders of the Hungarian Socialist Workers' Party and the Communist 
Party of Czechoslovakia "welcome" martial law imposed in Poland by the Polish party and 
government. After their Bratislava meeting yesterday, Gyenes Andras, secretary of 

the Hungarian Socialist Workers' Party and Vasil Bilak, secretary of the Communist 
Party of Czechoslovakia said they will "give full support to all forces in Poland who 
safeguard socialism and oppose counter-revolutionary activities." 


On the same day, the official news agency of the German Democratic Republic in a 
commentary "supports without reservation" the measures taken by the Polish Government. 


It considers the action as an internal affair of Poland and an essential step to defend 
its socialist achievements and for making further development. 


Romanian Paper Comments 
OW151305 Beijing XINHUA in English 1254 GMT 15 Dec 81 
[Text] Bucharest, December 15 (XINHUA) -- The Romanian Communist Party paper, SCINTEIA, 
today expressed the hope that what had happened in Poland would help create an atmosphere 
of good order, tranquility and creative labor in whichthe Polish party, state and people 


could handle their country's troubles. 


A commentary in the paper said that the Romanian party, government and people believe 
that Poland has all the strength required to bring the country back to stability. 


It recalled that the Romanian party and state had declared more than once that Poland's 
problems, though of utmost complexity and gravity, should and could be solved by the 
people and the sociopolitical forces of that country. 
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PRC CONDEMNS ISRAELI PLAN TO ANNEX GOLAN HEIGHTS 


OW151522 Beijing XINHUA in English 1513 GMT 15 Dec 81 
("China Condemns Israel's Decision on Golan Heights" -- XINHUA headline] 


[Text] Beijing, December 15 (XINHUA) -- China today condemned Israel's decision to make 
its law applicable in Golan Heights as "a grave step taken by Israel to annex the 
Golan Heights." 


The Chinese Foreign Ministry spokesman pointed out in « statement that the decision 
"was taken openly by the Israeli authorities following the adoption of a resolution 
on December 10 at the U.N. General Assembly calling for Israel's withdrawal from all 
the Palestinian and other Arab territories it has occupied. It was an act of utter 
defiance of the international community and a gross violation of the U.N. Charter and 
the relevant resolutions. We strongly condemn this action of Israel's." 


The Chinese Government and people, the statement declared, "resolutely oppose any measure 
taken by Israel to illegally change the status of the Golan Heights. We will, as always, 
firmly support the Palestinian and other Arab peoples in their just struggle to recover 
their lost territories and regain their national rights." 


XINHUA Commentary 


OW151946 Beijing XINHUA in English 1922 GMT 15 Dec 81 


{("Commentary: Another Serious Provocation by Israel -- By XINHUA Correspondents Rui 
Yingjie, Yu Kaiyuan" -- XINHUA headline] 
[Text] Beijing, December 15 (XINHUA) -- Israel has given a new and serious challenge to 


the Arab world and the international community yesterday by declaring the application 

of Israeli laws to the Golan Heights, a declaration which means the formal annexation of 
the occupied Golan Heights into its own territory. This is another flagrant annexation 
after its declaration of annexing Jerusalem on July 30 last year. 


The Golan Heights are part of Syria's territory, like other Arab territories: Jerusalem, 
West Bank of the Jordan River and the Gaza Strip. The Golan Heights, a commanding area 

of strategic importance to guard against Israeli aggression, have been illegally occupied 
by Israel since the 1967 war. After the illegal occupation, Israel set up 27 Jewish 
resettlements there, an action which demonstrated its designs to annex the heights. But 
for fear of world public opinion, Israel dared not to bring the annexation into effect 
formally. But just four days after the United Nations adopted a resolution demanding 
Israel's withdrawal from its occupied Palestinian and other Arab territories, Israeli 
Prime Minister Menahem Begin flagrantly adopted laws to annex the Golan Heights under the 
pretext of “applying Israeli laws." This has constituted an utmost contempt of the 
international community and the United Nations. Addressing the Israeli Knesset (Parliament), 
Begin blatantly claimed the Golan Heights as "inalienable" parts of Israel's territory 
and stressed that Israel would "never return them to Syria," These remarks laid bare the 
expansionist nature of Israel. "Never return them to Syria" means that he was obliged 

to admit that the Golan Heights is Syrian territory. To openly declare the Syrian 
territory as an "inalienable" part of Israel is obviously a gangster logic. 


While paying lip services to peace following the signing of the Camp David accords, 
Israel has adopted a more hostile attitude toward most of the Arab countries and the 
Palestinian people. 
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Begin's attempt to maintain his rule through war ventures has aroused opposition even in 
Israel itself. When the Israeli Parliament was debating the annexation of the Golan 
Heights, more than 4,000 Israelis demonstrated in front of the Parliament building, pro- 
testing the annexation bill put forward by the Begin government. Even the Israeli ruling 
clique split over the annexation, 


The banditry of Israel has angered the whole Arab nation, and is being condemned throughout 
the world, This new aggressive action of Israel has posed a serious obstacle on the road 
toward peace in the Middle East, which is bound to affect the situation in the Middle East 
as a whole. A Syrian Cabinet emergency session condemned the Israeli annexation as a com- 
plete cancellation of the ceasefire, It stated that Syria reserves the right to strike 
back, 


The United States, who has always biased toward and supported Israel, has landed itself 
in a passive isolation by Israel's aggressive and expansionist actions. One may ask, 
when will the United States make a sensible decision? 


RENMIN RIBAO Commentary 
HK161130 Beijing RENMIN RIBAO in Chinese 16 Dec 81 p 6 
[Short commentary: "A New Debt") 


[Text] At a time when the Arab countries are actively making efforts to settle the Middle 
East issue peacefully and the UN General Assembly has recently adopted a resolution 
demanding Israel's withdrawal from its occupied Arab territories, the Israeli authorities 
suddenly announced on the 14th that Israel had annexed Syria's Golan Heights. This has 
added a new debt to the old ones in its invasion and occupation of Arab territories. This 
new major expansionist act of the Israeli authorities that goes against the historical 
trend has aroused great indignation of the Arab people and all peace-loving people of the 
world. 


Syria has asked the Security Council to convene an emergency meeting to discuss the issue 
of Israel's annexing the Golan Heights. This is an entirely just and reasonable act to 
protect its sovereignty. 


The Golan Heights is a part of Syria's territory that was seized by Israel during the 
Middle East conflict in June 1967. Now the Israeli authorities have openly forcibly taken 
possession of it. This is a brazen act of robbery that runs counter to the code of con- 
duct of today's international community. This unbridled attitude of the Israeli author- 
ities can only prove that they are the archcriminal that has all along undermined peace 
and stzbility in the Middle East. 


Begin and his like are a gang of row-minded, short-sighted and diehard expansionists. 
With the support of weapons and fromthe United States, they think that they can do 

as they please. They regard the countries as their enemies and pursue a policy of 
aggressive expansion, ignoring the Waange of the U.S.' position in the 30 years or so after 
World War II and the development cf the world situation. They have not been able to duly 
draw any lesson from history or from reality. However, history is relentless. One reaps 
what one has sown. Begin and his ilk will certainly eat their own bitter fruit. 
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TEXT OF ZHAO ZIYANG GOVERNMENT WORK REPORT 


OW140138 Beijing XINHUA in English 0103 GMT 14 Dec 81 


[Text] Beijing, December 14 (XINHUA) -- Following is the full text of Premier Zhao 
Ziyang's government work report entitled "The Present Economic Situation and the Principles 
for Future Economic Construction," which was adopted by the Fourth Session of the Fifth 
National People's Congress: 


The Present Economic Situation and the 
Principles for Future Economic Construction 


-- Report on the work of the government 
delivered at the Fourth Session of the Fifth 
National People's Congress on November 30 
and December 1, 1981 


Zhao Ziyang 
Premier of the State Council 


Fellow deputies, fourteen months have passed since the Third Session of the Fifth National 
People's Congress in September last year. During this period the government has submitted 
six reports on its work in both domestic and foreign affairs to the Standing Committee 

of the National People's Congress. In accordance with the decision of the Standing 
Committee, the main item on the agenda of the present session is economic work. It is 

the central task of the State Council and governments at all levels and the question of 
greatest concern to the people of all our nationalities and to all our fellow deputies. 


On behalf of the State Council, I now submit to the present session for discussion and 
approval a report on the present economic situation, the principles for future economic 
construction and the prospects for China's economic development. 


I. The Present Economic Situation 


In 1981 we have made headway in economic work in the course of consolidating achievements, 
overcoming difficulties and progressively summing up experience and improving our 
understanding. 


After the Third Session of the Fifth National People's Congress, the State Council made a 
further comprehensive analysis of the economic situation and trend and identified some 
major problems calling for immediate solution. From 1979 on, we substantially increased 
state expenditures for improving the people's living standards. On the whole, this was 
the right thing to do, even though the steps we took were a bit too hasty. At the same 
time, capital construction expenditures were not reduced as much as called for, and 
administrative expenses kept going up. Hence, total expenditures exceeded revenues. For 
two consecutive years, 1979 and 1980, there were very large financial deficits, too much 
currency was put into circuJation, and prices rose. Without vigorous counter-measures, 
there would again have been a financial deficit of more than 10 billion yuan in 1981. 
With such deficit, the improvement in the people's living conditions in the past few years 
would have been forfeited and the disproportions in our national economy aggravated, 
there would have been serious confusion in the country's economic life, and it would 

have been serious confusion in the country's economic life, and it would have been hard 
to strengthen our political stability and unity. 


In view of all this, the State Council convened a plenary session in October 1980, 
followed in November by a conference to discuss economic work attended by provincial 
governors, the mayors of the three municipalities directly under the central authority 
and the chairmen of the autonomous regions. In December 1980 the Central Committee of 

the Communist Party of China held a working conference which, on the basis of a realistic 
nationwide appraisal, took a major policy decision for further economic readjustment and 
for the achievement of greater political stability. 
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In February 1981, on the proposal of the Central Committee of the party, the State Council 
submitted a report on the further readjustment of the national economy to the 17th meeting 
of the Standing Committee of the National People's Congress. It proposed necessary 
revisions of the 1981 national economic plan and financial estimates with the aim of 
achieving a basic balance within 1981 between state revenues and expenditures and between 
credit receipts and payments and, in the main, stabilizing commodity prices. The 

Standing Committee of the National People's Congress examined and approved these revisions. 


Since the beginning of 1981, governments at all levels have resolutely carried out, with 
marked success, a series of emergency measures for further readjusting the national 
economy. On the basis of our achievements in the past 11 months, I can now confidently 
report to this session that the 1981 national economic plan will be fulfilled and our 
objective of stabilizing the national economy will essentially be realized. Despite 
extensive economic readjustment and despite this year's serious natural calamities, the 
total output value of agriculture and industry in 1981 will not go down, but, on the 
contrary, will increase by more than 3 per cent over that of 1980. The overall economic 
situation is better than anticipated. Our national economy has embarked on the path of 
steady growth. 


Economic stability is manifested, first of all, in the basic balance between state 
revenues and expenditures and between credit receipts and payments. Since the winter of 
1980-81, through their united and concerted efforts, the State Council and governments 

at all levels have strengthened centralized leadership, tightened financial and price 
controls, rigorously curtailed capital construction and administrative expenditures, 
economized on other spending and explored new sources of revenue so as to ensure the 
implementation of the 1981 budget. The financial deficit for the year is expected to drop 
to 2.7 billion yuan, from 17 billion yuan in 1979 and 12.7 billion yuan in 1980. It is 

no easy matter for any country to eliminate large financial deficits and basically balance 
its budget in a short time. We have done it relatively smoothly, thanks to the hard work 
of all our people and the full trust they have shown in the government. This proves the 
complete correctness of the policy decisions of the Central Committee of the party and 

the State Council and the great superiority of our socialist system. On behalf of the 
Central Committee of the party and the State Council I express thanks to the people of 

all nationalities for their trust and support. 


With the achievement of a basic balance between revenues and expenditures, commodity 

prices are stable in the main. The rise in the general price index in 1981 has been 
smaller than last year's. Prices of daily necessities have been kept stable. However, 

the prices of some items have risen, especially those of vegetables which went up by quite 
a bit in some localities. We must try to solve this problem resolutely and conscientiously 
by increasing production, supplying more and better commodities, tightening price and 
market control and strictly enforcing price regulations. 


The steady development of the Chinese economy depends on an overall increase in agri- 
cultural production. Although many regions have suffered serious floods and droughts in 
1981, agricultural prospects in the country as a whole are bright. It is estimated that 
total grain output may approach the 1979 level, which would make 1981 the second peak 
year since the founding of the People's Republic. A new breakthrough has occurred in 
cotton production following the previous all-time record of 1980. Output of oil-bearing 
crops has risen by about 17 per cent following big successive increases in the three 
previous years. Output of sugar-yielding crops should register an increase of more than 
10 per cent over 1980. 
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New successes have been scored in forestry, animal husbandry and fishery. Enterprises run 
by communes and production brigades and teams have continued to make progress; household 
sideline occupations have grown even faster. A dynamic atmosphere prevails throughout 
the countryside, with commune members rejoicing over their successes, and agricultural 
production is on the threshold of vigorous growth. Everyone who has the well-being 

of the 800 million peasants at heart is rejoiced over this. Our achievements would be 
inconceivable without the conscientious fulfillment of the principles and policies on 
rural work put forward by the party and government since the third plenary session of 

the llth Central Committee of the party in December 1978. 


This year, many regions in China suffered from floods or droughts, which were of a 
gravity rarely known in our history. With unstinted help from the other regions the 
ensuing difficulties were overcome through the concerted effort of the party and govern- 
ment cadres, the commanders and fighters of the People's Liberation Army and the broad 
masses in the affected areas. Production was rapidly resumed, great care was taken of 
the people's livelihood, and society is in good order. The exceptionally dangerous 
floods on the upper reaches of the Chang Jiang and Huang He were finally brought under 
control through the heroic efforts of the armymen and people fighting along their banks. 
The Gezhou dam water-control project on the Chang Jiang and the Longyangxia and 
Liujiaxia hydroelectric power stations along the Huang He withstood extraordinary 

flood cre its. The Chengdu-Kunming and Baoji-Chengdu railways and the Baoji-Tianshui 
section of the Longhai railway, which had been severely damaged by floods and mud-rock 
flow, were very quickly re-opened to traffic. All these accomplishments won the admira- 
tion of people at home and abroad who were deeply concerned about conditions in the 
afflicted areas. On behalf of the State Council, I wish to warmly greet and express our 
deep respect to the people and cadres in these areas, and to the PLA commanders and 
fighters, railway workers and staff who took part in the struggle against natural 
calamities and in the later relief work. 


In light industry, production rose markedly thanks to the principle of stressing the 
manufacture of goods for everyday consumption and to the adoption of a series of detailed 
measures. It is estimated that the total output value of textile and other light 
industries for 1981 will show an increase of 12 per cent over 1980. The output of 
durable consumer goods such as wristwatches, bicycles, sewing machines, TV sets, washing 
machines and electric fans has increased by double-digit percentages or in some cases 
several-fold. Output of such major items as cotton yarn and cloth, chemical fibres, 
sugar, paper and cigarettes will reach or exceed the planned targets. Light industry and 
textile products are now available in better designs and quality and in richer variety. 
The output of medium- and high-grade products has markedly increased, and articles of 
daily use are available in more varieties. Great changes in our markets as compared with 
previous years are apparent to all. Substantial increases in the output of goods for 
everyday consumption, continuing over several years, have played a major role in meeting 
the needs of people in town and country, created a thriving market, reinvigorated the 
economy, enabled all industry to maintain a certain rate of growth and increased financial 
revenues. 


In heavy industry, which is now being readjusted, the year 1981 will witness a decrease 
of about 5 per cent in output value as compared with 1980. This has resulted from the 
following circumstances: a number of heavy industrial enterprises have suspended preduc- 
tion of grossly overstocked items whose manufacture entails high energy consumption. 
These cutbacks are necessary and rational, for they enable us to transfer the energy thus 
saved to light industry. 
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A considerable number of heavy industrial enterprises, which have long engaged mainly in 
serving capital construction, have found their production dropping in 1981 as a result of 
the much curtailed investment in capital construction and the corresponding decrease in 
orders for equipment and other production goods. This is inevitable in the course of 
readjusting the service orientation and product mix of heavy industry. Also, some heavy 
industrial enterprises were switched to the manufacture of other products later than they 
should have been, thus causing a drop in the production of some items, which could have 
been avoided. This happened because some comrades were slow to act, failing fully to 
understand the necessity of readjusting the service orientation and product mix of heavy 
industry. Efforts are being made to overcome this tendency. In the latter half of 1981, 
much has been done in heavy industry to change the orientation of its service, to cut back 
on products in excess supply and to increase the output of items most needed by the people 
and of export items. Here, initial successes have been achieved so that heavy industrial 
production began to pick up in the fourth quarter. Geological prospecting has yielded 
fairly good results in the past year. The departments of railway, water, highway and air 
transport and of posts and telecommunications are fulfilling their plans satisfactorily, 

so that the transport of various important materials and of passengers is basically ensured. 


The appropriate curtailment of capital construction is an iuportant aspect of this year's 
work in economic readjustment. The problem of overextension of capital construction is 
being resolved step by step, and utilization of investment in this field is more rational 
than before. Total expenditures on capital construction were cut down to 30 billion 
yuan in February this year when the naticial plan was being revised. Later, 8 million 
yuan were added, of which 3.5 billion have been used in building more housing projects and 
the remainder in increasing capacity in the production of goods for everyday consumption, 
in developing the oil industry and the transport services, and in resuming a number of 
badly needed projects whose equipment and technology are introduced from abroad. The 
enphasis in capital construction this year has first of all been on textile and other 
light industries which have an important bearing on the people's standard of living, and 
then on energy, building materials and transport and communications. The proportions 
going to education, science, culture, public health and urban utilities have been raised 
in varying degrees. The first stage of the Gezhou dam water-control project which had 
started several years ago was speeded up, so that the river was open to navigation in 
June 198] and the first 170,000 kilowatt generator set went into trial operation and 
began to generate electricity. The three big chemical fibre plants in Liaoyang, Tianjin 
and Sichuan have basically been completed and put into commission. Over 90 per cent of 
the projects scheduled to go into full operation in 1981 can be completed accc -ding to 
plan. This is a rate that has been unknown of for many years. 


Scientific research is playing an important role, guided as it is by the correct principle 
of the close integration of research with economic construction. The pace has been 
quickened and there has been substantial progress in applying the latest results of 
scientific research, in popularizing new technology and in absorbing imported advanced 
technology in agriculture, industry, national defence and other fields. In 1980, altogether 
more than 2,600 major research projects were successful, and there will be still more 
successes in 1981. About 50 per cent of the results have been applied to production. 

The popularization of such improved strains as hybrid paddy rice and "Lumian" cotton seed 
No 1 over large areas has greatly contributed to the increased output of grain and cotton. 
During 1981 industrial departments have trial-produced or experimented with about 10,000 
new products and technologies, half of which have been applied in regular production. 
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Extensive use of new technologies, techniques and materials has steadily raised the 
technical level of industry. The successful launching of three satellites with one carrier 
rocket points to a new achievement in our science and technology following the launching 

of a carrier rocket to a prescribed area in the Pacific last year. 


Domestic and foreign trade has expanded. More commodities are now supplied to the home 
market and consumer demand is being met fairly well. The volume of retail sales for 1981, 
accoruing to estimates, should register a 9 per cent increase over 1980. To achieve a 
balance between the supply of commodities and social purchasing power, it was originally 
planned to release several billion yuan's worth of commodity inventories. But as both 
purchases and sales have grown considerably, instead of going down commodity inventories 

are expected to increase by nearly 10 billion yuan. ihere has been a fairly big increase 
both in trade handled by urban and rural collectively owned esta! lishments and in trade 

run by individuals as a supplement to state-operated and collective commerce. These forms 
have complemented state-owned store;:, restaurants and service trades with respect to 
increase in the number of stores, variety of goods, scope of services and business hours, 
thus providing more conveniences for the people. Further progress has been made in economic 
and technical exchanges with foreign countries, and the total volume of imports and exports 
in 1981 will have increased considerably over the previous year. More solid and perceptibly 
successful work has been done with regard to joint ventures involving Chinese and foreign 
investment, compensatory trade, the processing of materials for foreign businessmen, 

and the import of advanced technology and key equipment. 


The living standards of the people have continued to improve. With the overall increase 

in agricultural production, rural income has gone up noticeably following the fairly 

big rise in the two previous years. There are more and more peasant families, production 
teams, production brigades, communes and counties whose income has gone up by a big margin. 
In 1979, there were 1,622 production brigades whose members each received an average of 
over 300 yuan from the distribution of collective income. The number rose to 5,569 in 

1980 and it will be even higher in 1981. Especially gratifying is the fact that production 
and the people's living standards have gone up considerably, and profound changes have taken 
place in areas such as western Shandong, eastern Henan, northern Jiangsu and the area north 
of the Huai He where production used to be low because of poor natural conditions. An 
important indicator of the improvement in peasant living conditions is the large-scale 
construction of housing in rural areas where, according to incomplete statistics, new 
houses with about 900 million square metres of floor space have been added in the past 
three years. In the cities and towns, 4.77 million people were assigned jobs from January 
to September 1981. It has been decided to raise the pay of primary and middle school 
teachers, of some medical personnel and of sportsmen and physical culture workers as from 
October this year. Despite the big reduction in capital construction expenditures, the 
financing of housing projects for workers and staff has remained at last year's level, 

and close to 80 million square metres of new residential space in cities and towns will 

be completed by the end of 1981. With better planning of auxiliary projects providing 
water, electricity and public transport, more floor space will be commissioned than last 
year, resulting in improved urban housing conditions. Bank savings in the urban and rural 
areas increased by 9.5 billion yuan between January and October 1981, reaching 49.4 billion 
yuan. This is a striking indication of the improvement in the living standards of the 
masses of the people as well as of their confidence in the development of the economy. 


The above facts amply show that the principles guiding the further readjustment of our 
economy are correct, our course of development is sound and our achievements are 
considerable. 
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The task of readjustment is a very challenging one. We had anticipated that troubles of 
one sort or another might crop up. But progress has been fairly smooth, with no really 

big troubles at all, and the few troubles that did occur were quickly resolved. Through 
the current readjustment, we have essentially achieved the aim of stabilizing the overall 
economic situation and of further consolidating and developing a political situation marked 
by stability, unity and liveliness. 


The setting forth of the principle of readjusting, restructuring, consolidating and improving 


the national economy marked a fundamental turn in our economic work under the guidance of 
the correct line formulated at the third plenary session of the eleventh Central Committee 
of the party. 


Beginning from 1979, we set about readjusting our rural policy to ensure the production 
teams' power of decision. Many different forms of the system of responsibility for pro- 
duction have been practised in our vast rural areas in the last three years. This system 
represents a new form of management and distribution for our socialist agriculture in the 
specific conditions of China's countryside. We have firmly grasped two important links: 
the establishment and perfecting of the responsibility system and the development of 
diversified undertakings. Meanwhile, we have made significant increase in the purchasing 
prices of farm and sideline products and decided to import a certain quantity of food 
grains every year. All this has been of great help in readjusting crop patterns, develop- 
ing a diversified rural economy in accordance with actual conditions and rehabilitating 
the rural areas. 


Readjustment in industry is somewhat different from that in agriculture. In industry, the 
main stress is on readjusting the proportions between its different branches, coupled with 
the necessary restructuring. As regards the readjustment of the ratio between light and 
heavy industry, measures have been ta’ en -- since the policy decision in late 1980 to 
further readjust the national economy -- to give top priority to the development of light 
industry in the following spheres: the supply of raw and semi-finished materials and 
energy; bank loans; tapping potential, and carrying out technical innovations and trans- 
formation; capital construction; the use of foreign exchange and imported technology; and 
transport and communication. In 1981, beginning with key industrial cities, co-operation 
for specialized functions and through different forms of economic association has been 
organized for the mass production of certain items, with factories producing brand-name 
and quality products as the foundation. At the same time, arrangements have been made for 
such enterprises in the heavy and national defence industries as have the necessary condi- 
tions to produce durable consumer goods which meet the needs of the people. All these 
factors account for the sustained increase in the proportion of the total industrial output 
value produced by light industry. A bigger section of heavy industry is able to give 
direct service to light industry and agriculture, thus making the internal structure of 
our industry as a whole more rational. In the last three years, we have also gradually 
enhanced the power of decision of enterprises, introduced the system of economic responsi- 
bility, carried out the principle of distribution according to work, and striven to bring 
into play the supplementary role of regulation through the market under the guidance of 
the state plan. All these initial reforms have helped to invigorate our industrial enter- 
prises, to overcome the widespread phenomenon of egalitarianism with “everybody sharing 
food from the same big pot," and to develop the initiative of enterprises and of their 
workers and staff. 


Conspicuous changes have also taken place in the distribution of national income. With 
increased purchasing prices for farm and sideline products and the reduction of tax 
burdens in some rural areas, state revenue fell by 52 billion yuan from 1979 to 1981 while 
peasant income increased accordingly. 
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In the same period, the state provided jobs for more than 20 million people in towns and 
cities, raised the wages and salaries of workers and staff and applied the bonus system. 
The consequent increase in state expenditures and reduction in state revenues, taken 
together, provided a total of 40,5 billion yuan for increased income of workers and staff. 
The reduction of state revenues in the countryside and the cities thus totalled 92,5 
billion yuan, or 54 per cent more than the estimated figure of 60 billion yuan. Moreover, 
price subsidies from the state for diesel oil and electricity used in agricultural pro- 
duction, farm machines, chemical fertilizer, coal for civilian use, and imported food 
graine, cotton and sugar amounted to 23.4 billion yuan. Thanks to this series of effec- 
tive measures for solving some of the problems piled up over the years and improving 

urban and rural living standards, the share of consumption in state revenues went up 

from 63.5 percent in 1978 to about 70 percent in 1981 while the share of accumulation 

fell from 36.5 to about 30 percent. It can be said that a marked change for the better 
has taken place in the serious disporportion between consumption and accumulation left 
over from the past. 


Although we have scored striking successes in economic readjustment in the past year, 
it should be noted that the latent dangers in our national economy have not been completely 
eliminated. The basic balance between revenues and expenditures this vear is not vet 


a stable one, because it has been achieved mainly by curtailing financial outlavs. Therefore, 


more arduous work is needed for a pretty lone period to enable us to maintain the basic 
financial and credit balance, increase the production of consumer goods to match rising 
purchasing power and keep prices essentially stable, so that the economy can develop 
harmoniously and the financial and economic situation can take a fundamental turn for 
the better. Implementing the principle of readjustment, restructuring, consolidation 
and improvement is a matter of overall importance, bearing directly on the country's 
long-term interests. Without awareness and conscientiousness on this score, repetition 
of the mistakes made many times in the past is still possible. 


It was at the Second Session of the Fifth National People's Congress held in June 1979, 
that the State Council proposed the task of readjusting, restructuring, consolidating and 
improving the economy within three vears. Through practice, we have since gained a 
deeper understanding of this principle. As far as readjustment is concerned, we should 
not only readjust the proportions between industry and agriculture, between light and 
heavy industries and between accumulation and consumption: we should also readjust the 
product mix, the technological makeup, the line-up of enterprises and the organizational 
structure so as to rationalize the overall structure of our national economy. Therefore, 
economic readjustment covers a much wider range than we first envisaged. The overal] 
restructuring of the economic management system will take an even longer period. For 
this reason, the State Council holds that it is necessary to carry on with the principle 
of readjustment, restructuring, consolidation and improvement for another five vears or 

a little longer, beginning from 1981. This is the way to gain a firm foothold and to 

lay a solid foundation for sounder development in the future. 


Fellow deputies, the present economic situation in our country is good. Things have been 
getting better and better quarter by quarter in 1981. Compared with the corresponding 
periods of 1980, the gross value of industrial output dropped by 0.2 per cent in the first 
quarter but increased by 1.7 per cent in the second and by 3 per cent in the third, 

while in October it went up by 10.6 percent. Our economic prospects for 1982 and, of 
course, for subsequent years are unquestionably better. 


The successes we have achieved in economic construction in the past year are due to the 
common efforts of all our people under the leadership of the Chinese Communist Party. 
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The workers, peasants, intellectuals and cadres on the economic front have been very 
diligent and hard-working. The cadres and masses in the fields of education, science, 
culture, the mass media, publishing, public health, politics and law, foreign affairs, 
etc., have brought their initiative and creativeness into full play in their work and 
scored significant achievements in the drive for socialist modernization centres on 
economic construction. In sports, good news has kept pouring in this year. Recently 

the Chinese women's volleyball team won a world championship for the first time. Their 
victory inspires the people of all our nationalities who are working hard for the modern- 
ization programme, On behalf of the State Council, I take this opportunity to extend our 
sincere greetings to comrades on the above fronts. The Chinese People's Liberation Army 
has firmly carried out the line, principles and policies laid down by the Central 
Committee of the party, strengthened ideological and political work, intensified mili- 
tary training, enhanced its sense of organization and its discipline, safeguarded and 
taken an active part in socialist construction and continued to play its role of pillar 
of the people's democratic dictatorship. PLA units and militiamen in the frontier regions 
and the heroes defending the Koulin and Faka Mountains on the border between China and 
Vietnam are on guard every minute against provocations and incursions by the imperialists 
and hegemonists, thus defending the sacred frontiers of the motherland. Public security 
and judicial workers throughout the country have made outstanding contributions to the 
maintenance of public order, the struggle against criminals and the education and remoulding 
of delinquents. On behalf of the State Council, I would like to take this opportunity to 
pay high tribute to the PLA commanders and fighters, the militiamen and public security 
workers. 


II. Principles for Future Economic Construction 


In continuing to readjust the national economy, we must strive not only to solve the problem 
of large financial deficits and to control prices so as to eliminate potential dangers 

and speedily achieve overall stability in the economic situation; we should, on this 

basis, also strive to achieve the steady advance and sound growth of the economy. For 

this purpose, we must thoroughly change the conventional methods evolved over the years 
under the influence of the “left" ideology and, proceeding from the actual conditions in 
China, blaze a new trail characterized by fairly steady tempo and better economic results, 
yielding more substantial benefits to the people. 


The crux of the problem is to do all we can to get better economic results in areas of 
production, construction and circulation. We have undergone major twists and turns in 

our economic construction since the founding of the People's Republic. But on the whole 
we have obtained notable success. In 1980, as compared with 1952, the year economic 
recovery was completcu, the total output value of industry and agriculture had increased 
9.1 times, national income 5.2 times, and industrial fixed assets 27 times, and the average 
consumption level of the people had increased by 100 per cent. All this fully shows that 
progress in our economic construction has been fairly rapid under socialism. At the same 
time, we can see that the increase in our national income in the 32 years has been much 
less than that in the total value of industrial and agricultural output, and, further, 

thac the people's standard of living has lagged far behind the national income. The 
results of our economic construction have not been what they should be, and the improvement 
in the people's living standards has not been commensurate with the labour they have 
contributed. 


There are subjective as well as objective reasons for the unsatisfactory results of 
China's economic construction. 
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Our country was very backward economically and culturally before liberation and for long 
years after liberation there have been threats or even aggression by alien hostile 
forces, so we have had to concentrate our financial and material resources on the speedy 
development of heavy industry in order to lay the foundations for industrialization and 
strengthen national defence. Owing to prolonged blockade by imperialism and social- 
imperialism, China has been seriously obstructed from utilizing the advanced technology 
and managerial experience of foreign countries. Our country has a big and rapidly 
growing population so that a fair measure of the social wealth created by expanding 
production has to be consumed by the additional population, which adversely affects the 
raising of the living standards of the people as a whole. In addition to these 
objective reasons, long-standing "left" mistakes in our guidelines for economic 
construction prevented us in many of our efforts from acting in conformity with 
objective economic laws. Coupled with the disruption during the decade-long "Cultural 
Revolution,” this could not but seriously hamper us in giving effect to the superiority 
of our socialist system, it could not but impede our economic construction and detract 
from its results. The influence and consequences of the "left" ideology which formerly 
guided economic work cannot possibly be eliminated in a short time. To this day, many 
major targets in our plans, in terms of anticipated economic results, are not only below 
the level of the economically advanced countries but also below that reached in China 

in the past. The set-up of production, the product mix, the technological makeup, the 
line-up of enterprises, the organizational structure, the geographical distribution of 
industries and other economic undertakings, all these features of our country's 
economy as a whole are far from rational, and there are many defects in our system of 
economic management. These gre the biggest obstacles to the attainment of better 
economic results. From now on we must tackle all economic problems with better economic 
results as the fundamental objective, ensuring a more satisfactory sustained development 
of our economy. 


To blaze a new trail in our economic construction for the attainment of better economic 
results, we must conscientiously implement the ten principles set out below, which 
embody the general principle of readjusting, restructuring, consolidating and improving 
the national economy, and sum up our experience in the past 32 years, and particularly 
in the past three years. 


1. Accelerate the development of agriculture by relying on correct policies and on 
science. Agriculture is the foundation of the national economy, and all-round develop- 
ment of the rural economy is the key to all-round growth of our whole economy. The 
state will gradually increase its investment in agriculture but will not be able to 
increase it by much. The growth of agricultural production and other rural development 
will therefore continue to rely mainly on correct policies and on science. 


Socialist agriculture was established in China long ago, and it has since been 
consolidated. The broad masses of peasants have an immense reservoir of enthusiasm 

for socialism. On the one hand, they want to stick to the path of socialist 
collectivization of agriculture, to public ownership of land and other basic means of 
production. On the other hand, they demand an end to the overconcentration of power in 
the managerial system and arbitrary directions in the sphere of production, and to 
egalitarianism and a number of irrational burdens in the sphere of distribution. In the 
last three years, we have broken the shackles of "left" ideology and carried out some 
necessary readjustments in the relations of production in rural areas by respecting the 
decision-making power of the production teams and introducing various forms of the 
system of responsibility for production. This has enhanced the enthusiasm of the 
peasants in their work and led to better use of the material and technical conditions 
built up over the years, once again liberating the productive forces in agriculture. 
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We must earnestly study and review the new conditions and problema that have emerged in 
the course of practice, adhere unwaveringly to the path of socialist collectivization 
and public ownership of land and other basic means of production, adhere unwaveringly 
to the system of production responsibility in agriculture, and strive to improve the 
different types of the responsibility system and our other rural economic policies. 


To develop the rural economy, we must, first of all, put existing arable land to more 
rational use. At the same time, we must take measures, step by step, to utilize properly 
and fully China's vast expanses of hilly land and mountainous areas, broad grasslands, 
big and small rivers, numerous lakes and ponds, beaches and territorial waters. In the 
past, our vision in agricultural production was often limited to existing cultivated 

land and to grain production, which increasingly restricted our efforts. Henceforth we 
should stress the concept of all-round development, mobilizing the more than 300 million 
peasants capable of full-time labour to explore new possibilities in production and 
promote diversified undertakings and household sideline occupations so as to advance 
production both intensively and extensively. Our policy is to spare no effort in 
promoting grain production and diversified undertakings. While ensuring the steady 
development of grain cultivation, we must also ensure an increase in the production of 
such cash crops as cotton, oil-bearing crops, hemp, silk, tea, sugar-yielding crops, 
vegetables, tobacco, fruit and medicinal materials and sundry products, as well as other 
farm and subsidiary products. We must consolidate and expand the bases for producing 
marketable grain, continue to make a success of the state farms and lond reclamation, 

and strive to increase yields per unit area. While actively expanding the production 

of cash crops, we must make their geographical distribution more rational. Peasants in 
suburban districts should engage mainly in vegetable growing, and it is essential to 
ensure the area sown to vegetables. We should strive to protect the existing grasslands, 
use them rationally, step up their development, rear as much livestock as possible and 

at the same time encourage the raising of domestic animals and poultry in the vast 
countryside, and so significantly develop animal husbandry. In a word, our great mother- 
land has all kinds of inexhaustible resources and it is full of vitality. We can 
certainly achieve the all-round development of farming, forestry, animal husbandry, side- 
line occupations and fisheries, provided we emancipate our minds, work realistically, 
rely on the masses, devise appropriate methods and turn human talents and land and other 
material resources to good account. 


Our country has a vast population but not enough arable land; this contradiction will 
become more and more acute as the population increases. Our state policy should there- 
fore be to treasure and use every inch of land rationally. We must survey China's 
agricultural resources and draw up plans for agricultural regionalization and the 
comprehensive use of land on nationwide, provincial and county levels, as well as for 

the planned use of land by the communes, production brigades and teams. We must encourage 
scientific farming. As regards existing farmland, we should gradually accomplish the 
general improvement and utilization of the alkaline soil in the Huang He, Huai He and 

Hai He basins and of the red soil in southern China and, relying mainly on the local 
people and their experience, apply the achievements of the relevant scientific research 

of the past two decades. Use of farmland for capital construction, even where it is 
unavoidable, should be strictly limited. There must be planning in the building of 

houses in rural areas and unlawful seizure or misuse of farmland is absolutely impermissible. 
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Water is a major material resource; the way it is exploited and used has a direct bearing 
on the development not only of agriculture but also of ‘the whole economy. We failed to 
pay enough attention to this in the past. Now we should do adequate research and conduct 
sufficient publicity among the masses and cadres so that they understand the importance of 
preserving, rationally using, saving and developing water resources. Our water resources 
are distributed very unevenly and are utilized inadequately and irrationally. That is 
why a serious water shortage is felt in some places where it already severely affects the 
people's living conditions and industrial and agricultural production. In conjunction with 
the nationwide improvement of farmland, we must conduct comprehensive surveys of water 
resources and prospecting for them, and draw up plans for their rational use. We should 
gradually bring them under unified management, work earnestly for thrift in their use and 
prevent their pollution. Existing water conseivancy works should be well maintained and 
properly used so as to yield the maximum benefit. 


China's afforested area and the percentage of its forest cover are small; there is 
grievous soil erosion, and the ecological balance is increasingly being impaired. If 

we fail to find an effective solution to this problem, we shall be committing a historical 
error whose consequences may afflict future generations. To change the situation, we 

must take immediate and effective measures to forbid indiscriminate felling, prevent 

fires, diseases and insect pests in the forests, and launch a national afforestation drive. 
Present emphasis should be on planting trees on extensive plains and in hilly areas. 

In rural areas where there is a shortage of firewood, priority should be given to planting 
fuel trees. In villages, suburban districts and coastal and frontier regions where 
conditions permit the planting of groves of timber or fruit trees, it is necessary 

to organize specialized afforestation groups with production teams and brigades or communes 
as the unit and to put the afforestation work on a permanent basis. Forestry departments 
should stress the preservation and expansion of existing forest bases, the active 
reafforestation of denuded lands and the promotion of the multi-purpose use 

of forest resources. Meanwhile, efforts should be made to plant trees and grass and con- 
serve water and soil along the upper reaches of the Huang He, Chang Jiang and other rivers. 
The State Council has prepared a resolution on a nationwide campaign for obligatory tree 
planting, which will be submitted to this session for examination and then promulgated 

and implemented. 


While developing the entire rural economy which embraces crop-farming, forestry, anima] 
husbandry, sideline occupations and fisheries, we must also consider and make arrangements 
for overall rural development. Transport and communication services, small hydropower 
stations, methane gas installations, the manufacture of building materials, the building 
industry, the processing of farm and sideline products, the construction of public amenities 
in towns and villages, commerce and service trades, bank credit culture, education, 
physical culture, public health work -- all these can and should be developed in a planned 
and systematic way according to the needs and possibilities. We have immense labour power 
in the countryside and there is no need to worry about being short of people to do the 
work. The problem is, first, how to get them to do these things willingly and actively, 
which means that correct policies are needed; and, secondly, how to work efficiently 

and achieve good results, which calls for the proper application of science and technology. 
In everything they undertake people in all trades and professions should work out specific 
policies in the light of their own conditions and apply the relevant science and technology 
and appropriate methods of management. It is necessary to link the readjustment of the 
relations of production with the development of the productive forces in the countryside, 
make rational use of the labour of hundreds of millions of peasants, carry out farmland 
capital construction and water conservancy projects, and improve production conditions 

so as to secure the all-round development of the rural economy and bring greater prosperity 
to our new socialist countryside. 
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To blaze a new trail for agriculture so that it will develop with relatively little 
investment and high economic returns, stress must be laid on research in, and populariza- 
tion of, agricultural science and technology and on combining the achievements of modern 
research in these spheres with China's fine traditions of intensive farming in order to 
wrest more farm products from nature to meet our needs, Since the founding of the 
People's Republic, much has been done in research in agricultural science and technology 
and in their popularization, and with substantial results. The cultivation and populari- 
zation of some improved seed strains has often yielded economic returns scores or even 
hundres of times the cost of research on them. This has fully demonstrated the power of 
intellectual investment in scientific research. We hope that the departments concerned 
will concentrate greater efforts and, within a relatively short time, achieve further 
notable successes in breeding and popularizing fine seed strains, improving farming 
methods and crop patterns, changing the composition of chemical fertilizers, applying 
fertilizer rationally, producing high efficient farm chemicals low in poisonous residue, 
and popularizing selected and suitable farm machinery. 


For progress in agriculture we rely on correct policies and science. But it is the cadres 
and scientific and technical personnel in the rural areas who implemert the policies and 
apply the science. With the introduction of various forms of system of responsibility 

for production, a profound change has taken place in the relations between cadres and 
scientific and technical personnel on the one hand and the peasant masses on the other, 
promoting generally closer relations between them. People everywhere respect and are 
grateful to our rural cadres and scientific and technical personnel working gloriously 

and arduously in the foremost of agricultural production. We should show particular 
conern for them politically, vocationally and in their daily life, and take concrete 
measures to encourage them to continue to do their best. 


2. Give prominence to the development of consumer goods industries and further adjust 
the service orientation of heavy industry. With the situation in the countryside 
constantly improving, agriculture is providing more and more raw materials for light 
industry, and the cash income of people in both country and town is rising year by year. 
This gives tremendous impetus to the development of consumer goods industries, whose 
accelerated development will, through exchange, promote the growth of agriculture, heavy 
industry and domestic and foreign trade, and better satisy the demand of the people for 
a higher standard of living. Concurrently, it will increase state revenues, stabilize 
prices and provide more jobs, thus helping consolidate political stability and unity. 
Vigorous promotion of the production of consumer goods will also help rationalize the 
whole structure of the economy and properly resolve the contradiction between accumula- 
tion and consumption. We must give prominence to the development of consumer goods 
industries for a long time yet. Therefore we should ensure that their requirements are 
met with regard to the supply of energy and materials, the allotment of loans and 
investments, the allocation of scientific and technical personnel, the selection of topics 
for scientific research and the introduction of foreign technology and equipment. 


The prospects are bright and the potential immense for the growth of the consumer goods 
industries. At present, urban and rural people badly need durable consumer goods, 
textiles, foodstuffs including beverages, building materials for civilian use, chemical 
products for daily use, stationery and medical supplies. Goods for tourism and other 
services are also needed. The departments concerned are now mapping out plans for 
developing these trades. Taking full advantage of our rich natural resources and 
abundant labour power, we should build more labour-intensive enterprises turning out 
consumer goods; such enterprises need less investment but yield quicker returns. Giving 
due consideration to both town and country, to both domestic and foreign markets, a 
balance must be struck between supply, production and marketing, planning and market 
surveys and forecasts improved, and blindness in production eliminated. 
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While increasing the output of medium- and high-grade goods, the production of less 
profitable run-of-the-mill goods and small items liked and needed by the broad masses 
should on no account be neglected, Stress must be laid on better quality, so as to turn 
out more readily marketable goods new in design, rich in variety, fine in quality and low 
in price, There must be no stress on quantity at the expense of quality, and rough and 
slipshod methods of manufacture should be checked. Shanghai, Tianjin and other old 
industrial bases should make full use of their advantages and potential in expanding con- 
sumer goods industries and try to co-operate with other cities and areas, helping them with 
their skills and experience in operation and management to boost their production of con- 
sumer goods. Localities must ensure the fulfilment of their quotas in purchasing raw 
materials for the consumer goods industries and sending them to other areas. In the dis- 
tribution of raw materials, we must give priority to the needs of the old industrial bases. 


Under present conditions, faster growth in the production of consumer goods will promote 
the expansion of heavy industry and definitely not hinder it. The growth of the former 
will set more and higher demands on the latter. According to the Marxist theory of 
reproduction, the more harmonious the relations between the two departments of social 
production, i.e., the production of the means of production and the production of the 
means of subsistence, and the faster the exchange and turnover, the more rapid will be the 
growth of the whole economy. The maintenance of a harmonious development of these two 
departments is our long-term policy. We should now radically change the long-standing 
tendency of one-sided emphasis on the development of heavy industry and on making some of 
its sectors serve new cunstruction projects. Apart from producing certain durable consumer 
goods, in its future development our heavy industry must attend to the more important task 
of readjusting its orientation, enlarging its scope, raising the quality of its services 
and improving its adaptability, so that it can give better service to agriculture and the 
consumer goods industries, the technical transformation of the economy, exports and the 
modernization of our national defence. Such is the way forward for our heavy industry. 
The better and more energetically its orientation and internal structure are readjusted, 
the greater the scope for its initiative. 


Much basic work needs to be done in developing heavy industry. As its production cycle 
is, in general, relatively long, we must start right now tc desien and manufacture the 
equipment that will be required years later by projects in the infrastructure like those 
in energy and transport. We must pay great attention to preparatory work of all kinds, 
such as prospecting for energy and mineral resources and designing projects to exploit 
them; to scientific research, the technical testing and technological designing of major 
new products; and to training of competent personnel, technical transformation and 
renewal of equipment -- all these tasks must be accomplished in good time. All workers 
and staff members in heavy industry departments should exert themselves in such work 
which is indispensable to our modernization programme, 


3. Raise the energy utilization ratio and promote the building of the energy industry 
and transport. The energy industry and transport are now the weak links in the chain of 
our economic development. Whether our economy can keep on growing at a comparatively 
high speed and whether a new expansion will come about depends largely on the proper 
solution of the problems of energy and transport. 


Our policy for solving the energy problem is to lay equal stress on exploiting energy 
resources and on practising economy in its consumption, while giving priority to saving 
energy now and in the near future. 
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Our output of energy at present is exceeded only by that of the United States, the 
Soviet Union and Saudi Arabia, but our national income per unit of energy consumed is 
much lower than that of many countries and even than our own former highest level, 
China's waste of energy is shocking, but it also indicates a remarkable potential for 
energy savings. In the last few years, energy conservation and reduced consumption have 
been effected mainly through readjusting the structure of light and heavy industry, and 
little has been achieved through improved management and technical transformation. 

It is imperative to set strict demands in these respects, take most rigorous measures, 
set stringent energy consumption quotas for different products, shut down those factories 
which waste too much energy but whose products fail to meet social needs, and also 
gradually and systematically carry out the technical transformation of backward energy- 
guzzling production facilities and technologies in order to ensure success in our task of 
economizing on oil, coal and power. We must first strive to surpass our own record in 
National income per unit of energy consumed. Then we must try, gradually, to approach 
the levels of the world's industrially developed countries. 


There are fewer than ten countries whose annual output of petroleum exceeds 100 million 
tons, and China is one of them. This output constitutes an immense item of wealth for 
our country, The rational use of this wealth is essential for securing better economic 
results for the whole of society. At present, 40 million tons of petroleum are burnt 

as fuel each year, a large proportion of which should not have been so used. The waste is 
enormous, The State Council has decided to take the necessary measures in the next 

ten years to replace oil consumption by coal consumption, saving petroleum for processing 
at home or for export, and to use the revenues thus derived for building our energy 
industry and transport. Our crude oil processing is still at a low level, so that many 
components which can be used as industrial chemicals have yet to be cracked or separated 
foroptimal utilization. The value China derives from 100 million tons of petroleum is 
far less than in industrially developed countries, which constitutes another enormous 
waste. We must go all out to reorganize and transform existing oil refineries and 
petrochemical enterprises, raise the level of crude oil processing and promote the com 


prehensive utilization of petrochemicals. This will not only add to China's exports but also 


help increase the production of such products as chemical fibers, plastics and synthetic 


rubber, thus providing more consumer goods for the market. In a word, effective utilization 


of our 100 million tons of petroleum is important for attaining better economic results, 
increasing revenues and improving the economic situation; all departments and units must 
pay special attention to this task and make concerted and strenuous efforts to accomplish 
it. 


In the production and exploitation of energy, long-term development as well as immediate 
needs must be taken into account. China is very rich in coal reserves. In exploiting 
them we should lay stress on transforming and expanding existing coal mines now and in 
the near future. New mines to be opened should mainly be small and medium-sized ones, 
involving smaller investments and a shorter construction cycle and yielding faster 
results. As for large mines, their construction and commissioning should be staggered, 
so that they can turn out more coal sooner. Efforts should be concentrated on extracting 
the coal in Shanxi Province; at the same time appropriate arrangements should be made 
for mining in the provinces of Henan, Shandong, Anhui, Heilongjiang andGuizhou, and in 
Inner Mongolia. In production and construction in the power industry, we should strive 
to build thermal power plants and hydroelectric stations suiting local conditions, with 
the focus gradually shifting to the construction of hydroelectric stations. Villages 
with water power resources should try to build small hydroelectric stations so as to 
relieve the shortage of energy, reduce pollution and cut down the cost of generation. 
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In production and construction in the oil industry, it is necessary to effect the tech- 
nical transformation of the Daqing and other oilfields, tap their potential and renovate 
them, try to keep total output at 100 million tons in the next few years and at the 

same time muster funds for opening up new oilfields, Efforts must be redoubled to make 

a general survey of petroleum and natural gas resources and to prospect for them and also 
to increase our reserves so as to create the necessary conditions for future development. 


The deputies and people of all our nationalities have shown great concern about the 
exploration of offshore oil. I am delighted to report that gratifying progress has been 
made. We have completed a general seismological survey of part of the South China Sea 
and the southern waters of the Yellow Sea. A number of exploratory wells in the Bohai 
Sea and the Beibu Gulf have started to produce oil. Our oil industry's prospects are 
bright. In accordance with the principle of mutual benefit, the government has decided 
to invite tenders from foreign firms in the near future and, with their co-operation, 
to step up exploration and open and build up new oilfields as soon as possible. Not 
long ago, some people asserted that China's oil output would gradually fall so that 
before long she would change from an exporter to an importer of oil. I can assure 

you that this definitely will not happen, 


The building of the energy industry and transport should go hand in hand, with the 
latter starting up a bit earlier. Only thus can excavated coal, for instance, be 

moved out in time. For a number of years the central authorities should give top 
priority to the needs of transport including the building of harbours, when allocating 
investments for construction. Railway sections with low transport capacity and 

harbours with low handling capacity should be the first to undergo technical trans- 
formation. The departments in charge of transport and water conservancy should jointly 
strive to adjust inland water transport and dredge the channels so as greatly to increase 
inland water transport potentialities. At the same time, we should make full use of our 
offshore transport potentialities, mobilize all possible forces to step up highway con- 
struction and organize vehicles of every kind to reinforce short-distance transportation. 
Efforts should be made to hasten the growth of postal and telecommunication services. 
Every means should be used to adapt transport to the needs of expanded production and 
construction throughout the economy. 


4. Carry out technical transformation step by step in kev units and make the maximum 
use of existing enterprises. Not only will technical transformation and the updating 
of equipment in existing enterprises in industry and transport bring about a change in 
the present situation of dearth of assignments to heavy industry, ensuring a definite 
growth rate for our economy and an increase in productive capacity, they will also help 
raise our industrial techniques to a new level and pave the way and build up reserves 
for the modernization of our entire economy in the years to come. This is the key to 
smoother economic development. In the past, we carried on expanded reproduction chiefly 
by building new factories, which had to be done in the period of laying the foundation 
for industrialization. Now that China already has several hundred thousand enterprises 
in industry and transport, we will have to rely chiefly on the technical transformation 
of existing enterprises and on their initiative for expanded reproduction in the future. 
The good results obtained by many enterprises in this regard indicate that this course 
will yield faster results and bigger economic returns and call for smaller investments 
than the building of new enterprises. 


China should follow her own road in the light of her own conditions in the technical 
transformation of existing enterprises. Our country is rich in manpower but short of 
funds, and for a considerably long period it must therefore not expect to equip all 
enterprises with the most advanced technology, nor should it one-sidediy pursue auto- 
mation. 
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Closely centering around the effort to secure better economic results, our technical 
transformation should include the following features: 1) economizing on energy and raw and 
semi-finished materials, reducing their consumption and ‘owering production costs; 2) 
changing the product mix, upgrading and updating products, and improving their properties and 
quality, so as to meet the needs of markets at home and abroad; and 3) making rational 

use of resources and raising the level of comprehensive utilization. 


The work of technical tronsformation requires both overall plans and detailed requirements for 
different trades. It should first be done well in the industrially developed key cities and 
a number of key enterprises, and undertaken group after group and at different times. It 
must not be undertaken without prior study or without consideration for economic results. 
Nor should there be a general rush into action, with each unit going it own way. Proceeding 
from their specific conditions, all trades should formulate correct policies with respect 

to technical equipment and map out overall plans for technical transformation and for the 
updating of their equipment so as to carry out such transformation and renovation after 
adequate preparations. The machine-building industry must be transformed and reorganized 
early; it should endeavour to design and manufacture sophisticated machines and equipment 

to meet the needs of technical transformation in all trades. Technical transforamtion 

plans should be included in the state programme. Transformation projects must be arranged 
and carried out one by one. 


The equipment in a number of our key enterprises is outdated, low in efficiency and high in 
energy consumption; it should be systematically replaced with more efficient machinery. 
However, this should be done within our capabilities. Under existing conditions, what most 
enterprises can accomplish is mainly to add or update a few key installations, improve 
technology, perfect operating procedures and promote the designing and trial manufacture of 
new products. It is necessary to arouse the masses of workers and staff members to make 
rationalization proposals for the renovation of production techniques. 


To promote effective technical transformation, in allocating investments for fixed assets 
we should make unified arrangements for the use of funds for both capital construction and 
technical transformation. Fairly soon, new policies should be framed for the updating of 
equipment, which should be in keeping with our conditions and conducive to the growth of 
our economy. The depreciation rate for fixed assets should be increased gradually in the 
light of the differing conditions in each trade or enterprise, so as to appropriately 
shorten the cycle for updating their equipment. From now on, depreciation funds, funds for 
expanding production drawn from profits retained by enterprises, and relevant funds 
allocated by departments at a higher level should all be used for technical transfor ition and 
the updating of equipment. Both the distribution and use of these funds should be included 
in the financial and credit plans; they must not be used for the construction of new 
projects or other purposes. Where conditions permit, some enterprises can make use of 

a certain amount of foreign investment, combining their technical transformation with 

the import of technology. 


5. Carry out the all-round consolidation and necessary restructuring of enterprises 

by groups. To tap the potential of existing enterprises, secure better economic results 
and increase state revenues, it is imperative that the all-round consolidation of enter- 
prises be carried out in groups and in a planned way. 


In the course of consolidation, special attention must now be given to the following 

four tasks: 1) strengthening and perfecting the system of economic responsibility, 
improving the operation and management of enterprises and doing a good job in overall 
planning, quality control and business accounting; 2) reorganizing work units, arranging 
production according to a fixed number of workers and fixed quotas, systematically training 
all workers and staff and firmly overcoming overstaffing and laxity; 
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3) strengthening work discipline and strictly enforcing regulations concerning rewards and 
disciplinary sanctions -- persons doing good work should be commended and given rewards, 
but as for serious violators of work discipline who refuse to mend their ways despite 
repeated admonitions, the enterprise has the right to mete out economic or administrative 
penalities, or, in the worst cases, to ask them to leave or simply discharge them in accor- 
dance with the relevant regulations; and 4) strengthening financial discipline, improving 
financial and accounting rules and regulations and tightening financial control; in cases 
of breaches of financial discipline such as fraud, embezzlement, retention of profits 
which ought to be turned over to the state and evasion of taxes, the persons and the leading 
cadres concerned should be made to bear the economic and legal responsibility. To carry 
out the above tasks, special efforts must be made to reorganize leading bodies by putting 
an end to laxity, flabbiness, overstaffing and keeping on people who are too old, phenomena 
which exist in some leading organizations, and by promoting young and middle-aged cadres 
and technical personnel to leading posts. It is also necessary to strengthen the system 
under which the factory director assumes full responsibility under the leadership of the 
party committee and the system of congresses of workers and staff, and to improve the 
organization of leadership and control of production technology and management headed by 
the factory director. 


With regard to the consolidation of enterprises, to implement and perfect the system of 
economic responsibility in a planned and orderly way it is first necessary to define the 
economic responsibility of the enterprise to the state and of the workers and staff to 

the enterprise; at the same time the enterprise should be granted a measure of economic 
authority, and the enterprise and workers and staff should be given due economic benefits, 
so as to combine responsibility, authority and benefit, bring into play the initiative of 
the enterprise and othe workers and staff, improve enterprise management, perfect economic 
accounting within the factory and raise production. The enforcement of the system of 
economic responsibility can effectively solve the grave problem of egalitarianism with 
"everybody sharing food from the same big pot," which now exists among enterprises and 
among the workers and staff in individual enterprises; thus both the enterprise and its 
workers and staff will have a motive to run the enterprise well and tap its potential. 

This is a key to the successful running of socialist enterprises. We must fully understand 
the profound, far-reaching significance of this system and, in the course of steadily 
implementing it, strive to work out different forms of the system to suit the different 
trades and enterprises. Two things are to be avoided -- rushing headlong into mass action 
and imposing uniformity on all enterprises. When implementing the responsibility system, 
it is necessary to set advanced average quotas, improve the quality of products, lower costs, 
accelerate the turnover of circulating funds and turn out readily marketable good, and 
arbitrary raising of prices in violation of state discipline should not allowed. Effective 
measures must be taken to exercise closer supervision over the enterprise and to formulate 
regulations and methods for applying them to accounting, wages and salaries, bonuses 

and welfare. In distributing surplus revenue, we must uphold the principle that the state 
should receive the largest share first and that the enterprise should retain a major 

part of the rest. 
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We should carry out the consolidation of enterprises step by step, taking into account 
the experiences gained in selected enterprises and their popularization in other 
enterprises, and try to complete it by groups in two or three years. For the first group, 
about 300 enterprises of special importance to the national economy are to be selected; 

it will take six months or a little longer to accomplish their consolidation. After 

this experience has been summed up other enterprises will be consolidated, group by 

group. In principle, the task of consolidation should be carried out under the leadership 
of the party organization within the enterprise. To assist in this task, leading comrades 
in all industrial ministries and departments under the State Council and those in charge 

of industry in the provinces, municipalities and autonomous regions as well as those in 

the departments concerned at all levels should head groups of cadres going down to the 
grass-roots units for study and investigation and the summing up of experience. Departments 
at all levels should draw up plans, organize their implementation and provide better 
guidance so as to ensure practical results in the process of consolidation. We must 

guard against just going through the motions and reducing consolidation to a formality. 
While carrying on the consolidation of enterprises, we must also consolidate and strengthen 
the work of departments in their charge. 


The consolidation of an enterprise should go hand in hand with its readjustment and 
restructuring. First of all, with regard to enterprises whose products are in excess 
supply and of very poor quality and whose consumption of energy and raw and semi-finished 
materials is too high, or which have incurred losses over the years and cause serious 
pollution, we should unhesitatingly apply the policy of shutting them down, or suspending 
their operation, or amalgamating them with other enterprises, or switching them to the 
manufacture of other products, on the merits of each case. The state will then be able 

to allocate its limited amount of energy and raw and semi-finished materials to enterprises 
which can turn out fine quality products with low consumption rates and better economic 
results. The number of small iron plants run by prefectures and counties throughout the 
country has been cut from 466 to 276, and the latter have improved their management. As 

a result, the coke ratio in iron smelting has fallen from 950 kg to 705 kg, the cost of 

pig iron per ton from 303 yuan to 243 yuan and the total loss incurred by these plants 

from 630 million yuan to 100 million yuan. This shows that the proper application of the 
policy of "shutting down, suspension, amalgamation or switching" is of substantial economic 
significance. The State Council has already instructed the departments concerned to set 
appropriate requirements for the operation of factories belonging to different industries 
and turning out different products, and the minimum requirements for batch production, 
quality and material consumption. Factories and enterprises that fail to meet these 
requirements within a certain time limit must either suspend production pending consolidation, 
or close down. In energy-deficient areas in eastern and northeastern China, strict restrictions 
must be placed on products whose manufacture consumes a lot of energy, and their production 
should as far as possible be transferred to areas where energy supply is relatively 
sufficient so as to help ensure a regional balance between energy supply and demand. 

All localities and departments concerned should adopt an overall point of view, taking 

the interests of the whole into consideration and subordinating the interests of the 

part to those of the whole; they should ensure that state property is protected during 

the implementation of the policy of "shutting down, suspension, amalgamation or switching," 
and they should make suitable arrangements for political study, vocational training and 
labour for the workers and staff in enterprises that suspend production. To conduct the 
political and vocational training of the workers and staff during the time left open when 
production is suspended wholly or partly is a way of developing our intellectual resources 
at very low cost but with very good effect. 
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Now that the workers and staff in enterprises operating at full capacity are devoting 
whatever time is available to study, it is all the more incumbent upon those in the enter- 
prises that operate very much under capacity, especially enterprises that shut down or 
suspend operations, to make use of the valuable time gained for study. Such study will, 
in fact, expand our production potential and pave the way for future development. 


Raise more construction funds and use them thriftily through improved methods of acquisi- 
tion, accumulation and spending. Financial difficulties and lack of funds are a serious 
problem in our present task of economic construction. The fundamental solution is to 

adopt correct policies which will arouse the initiative of all the workers and staff, all 
enterprises and all local authorities so that they will work hard to increase production, 
practise economy, oppose waste and achieve better economic results. This is the correct 
way to "make a fortune," so to speak. Great possibilities for increasing revenue and 
cutting expenditure remain to be tapped in the various spheres of the economy. On the 
current scale of production, if all industrial enterprises cut down the cost of production 
by 1 percent, they can add two billion yuan to the state's annual revenues. Our circulating 
funds have far surpassed what is needed. Faster turnover -- reducing it by say 2-3 

percent -- will mean the saving of seven to ten billion yuan. The building cycles for many 
large and medium-sized projects are rather long; efforts to shorten them will considerably 
reduce expenditures on builders' wages, and earlier completion and commissioning will 
enable these projects to provide the state with more profits and taxes. If only we try 
hard, we can surely translate the objective possibilities for increasing revenues and 
reducing expenditures into realities. It will thus become possible not only to maintain a 
basic balance between revenues and expenditures but also to raise more funds for production 
and construction. 


The first task of all economic departments is to try by every means to increase production 
and revenue and add to the wealth of society. This is the basis for the solution of our 
financial problems. With growing production and more sociai wealth, the state will have 
abundant financial resources. The financial departments should do their best to help the 
economic departments to increase production and income, and at the same time efficiently 
perform their supervisory functions by ensuring the rational use of funds and preventing 
waste. The economic departments for their part should closely co-operate with the financial 
departments in the effective accumulation and use of funds. In addition to collecting more 
taxes and profits accruing from increased production by the various units, governments at 
all levels should find more ways and try harder to aid and develop production so as to 
increase revenue. We must not, on account of financial difficulties, abandon reforms that 
not only help release the initiative of local authorities, enterprises and workers and 
staff members but also contribute to the overall interest. Otherwise we will block the 
channels for increasing production and revenue and thus aggravate problems of finance. 


With the widespread increase in income, appropriate measures should be taken in finance, 
taxation and other respects to ensure a basic balance between revenues and expenditures. 
Taxation and customs must be strengthened, taxes should be restored on certain items and 
imposed on others, the state monopoly of sales of tobacco and alcoholic drinks should be 
maintained and every form of tax evasion checked, so that the state can collect all funds 
that should be collected and concentrate all funds that should be concentrated. Besides, 
it is necessary to use a determinate part of the deposits of local authorities, enterprises 
and individuals as fu: ds for construction and to do this through bank credit in a planned 
way. We can thus not only turn a considerable propor-ion of idle funds and consumption 
funds into construction funds but also partly mitigate the contradiction between growing 
purchasing power and the supply of commo-ities, thus reducing pressure on the market. This 
will benefit both the depositors and the tate. 
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The method of replacing financial allocations for many capital construction projects by 
bank loans has proved fruitful, and its application should be actively extended. Other 
measures such as issuing bonds and conducting insurance and trust operations may be 
adopted to raise funds. At the same time, we should keep fund raising under control 

and guard against credit inflation. The role of banks in the accumulation, transfer and 
unified control of credit funds should be strengthened. 


With the growing briskness of the economy, and the greater financial powers of the local 
authorities and enterprises, more and more extra-budgetary funds have become available. 
At present, they are equal to half our budgetary revenues and so can play a very 
important role when combined with budgetary funds and used rationally according to plan 
and under overall arrangements. Many projects can be financed by extra-budgetary funds, 
which means reducing the state's burdens. From now on, the central authorities should 
gradually diminish the scope of their financial investments and concentrate them on 
energy, transport and new industries. Projects involving short investment cycles and 
yielding fairly large profits as well as urban construction projects should be financed 
as far as possible by local authorities or by enterprises. At the same time, measures 
to strengthen financial supervision should be taken and strict discipline enforced. 
Effective protection should be given to the legitimate interests of enterprises, depart- 
ments and local authorities, while strictly preventing them from makine unlawful gains. 


In short, it is possible to overcome our financial difficulties and there are enormous 
potentialities for increasing production and economizing on expenditures. Everything 
depends on our own efforts. Take the city of Fushun, which is mainly engaged in heavy 
industry. Owing to economic readjustment, many of its enterprises are very short of 
orders this year and their output has dropped. From the conventional point of view, 
this should have led to a fall in their profits and income, and nothing would have been 
more "natural". But the comrades in Fushun's financial and economic departments took a 
different view. Mobilizing the masses in every possible way to tap potentials, they 
worked out a successfully implemented thirty measures to prevent a reduction in income 
despite lowered production. A fair number of enterprises elsewhere have also succeeded 
in increasing both production and income, or in cutting down expenditures and increasing 
income. All comrades in our financial and economic departments should follow the example 
of Fushun, study the new conditions and problems confronting them and explore new ways 
to solve financial problems. People in all trades, from top to bottom, must perfect 
ways to acquire, accumulate and use funds. If they stick to conventional ways of doing 
things, they will see their path "barred by hills and streams,"' but if they use new 
methods in the light of new circumstances, they will find themselves on a path "shaded 
by willows and radiant with flowers," as the saying goes. 


7. Persist in an open-door policy and enhance our capacity for self-reliant action. 

No longer subjected to blockades, China has established economic and trade contacts with 
174 countries and regions. This is a very favourable condition for our modernization 
programme. Expansion of exchange is a basic feature of large-scale socialized production, 
and it has extended from internal trade in China to trade with the world at large. By 
linking our country with the world market, expanding foreign trade, importing advanced 
technology, utilizing foreign capital and entering into different forms of international 
economic and technological co-operation, we can use our strong points to make up for our 
weak points through international exchange on the basis of equality and mutual benefit. 
Far from impairing our capacity for self-reliant action, this will only serve to enhance 
it. In economic work, we must abandon once for all the idea of self-sufficiency, which 
is a characteristic of the natural economy. All ideas and actions based on keeping our 
door closed to the outside world and sticking to conventions are wrong, and so are ideas 
and actions based on relying solely on other countries and having blind faith in them. 
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As we stiil lack experience in pursuing an open-door policy and carrying out economic 
and technological exchanges with other countries, we must really strive to learn. We 
should use our domestic resources in the first place and international resources in the 
second; we should develop our domestic market in the first place and our place in the 
world market in the second; and we should master two skills, that of domestic economic 
management and that of foreign trade and economic exchange. 


Greater exports are the key to the expansion of foreign trade. We should boldly enter 
the world market and strive to maintain a rate of increase of exports higher than the 
rate of growth of the Chinese economy. Basing ourselves on our own conditions and on 
demand in the world market, we should make full use of our rich natural resources and 
increase the export of minerals, farm and sideline products and local specialities. We 
should make full use of our exquisite traditional skills and techniques and increase 

the export of arts and crafts articles, traditional textiles and other light industrial 
products. We should make full use of our abundant labour power to process materials 

for foreign businessmen, and we should make full use of our existing industrial bases and 
increase our exports of mechanical and electrical products and processed nonferrous or 
rare metals. In the case of some products, imports may be utilized to serve the expan- 
sion of exports. Putting China's products to the test of competition in the world market 
will spur us to improve management, increase variety, raise quality, lower procuction 
costs and achieve better economic results. 


Over the last few years there have been successes as well as failures in our imports of 
technology and equipment, and a summing-up is called for. We should oppose indecision 
and excessive caution on the one hand, and credulity and making hasty promises on the 
other. From now on, China should mainly import technology and single machines or key 
equipment which cannot be produced domestically. We should not import complete sets of 
equipment every time and must avoid duplicating imports. We should not import equipment 
without know-how or fail to assimilate the imported technology and to popularize what 

we have learned from it. 


To speed our economic construction, it is definitely necessary to utilize foreign capital 
as much as possible, and first of all to utilize low interest loans and loans offered on 
relatively favourable terms. Here we must guard against rashness, make meticulous 
feasibility studies and bear economic results in mind. In the final analysis, the amount 
of foreign capital we can utilize is not determined by our subjective desires but by 

what we can do at home, that is, mainly by our ability to repay, to provide the necessary 
accessories and to assimilate advanced technology. The long-term loans at low interest 
that may be available in the near future should be used chiefly on such infrastructural 
projects as the development of energy and transport. Small and medium-sized enterprises 
turning out products much in demand on the domestic and world markets should have more 
access to foreign capital and to imported technology. They are very numerous, and most 
of them will be able speedily to raise the quantity and quality of their products if only 
they can import some appropriate key techniques and equipment without spending too much. 
Moreover, they can repay the money fairly quickly. Such use of foreign capital is 
favourable to the growth of production in China. 


Ours is a sovereign socialist state. In accordance with the principle of equality and 
mutual benefit foreigners are welcome to invest in China and launch joint ventures in 
opening up mines and running factories or other undertakings, but they must respect 
China's sovereignty and abide by her laws, policies and decrees. We have set up 
experimental special economic zones in Shenzhen, Zhuhai and Shantou in Guangdong 
Province and Xiamen in Fujian Province; our experience in this sphere should be summed 
up in good time. These zones should boldly introduce advanced technology and methods 

of management from abroad and make use of foreign capital. Our aim is to promote China's 
socialist modernization; we should adhere to the characteristics of the socialist system 
in our work in the special zones, and the workers, staff and other inhabitants should 

be imbued with socialist morality. 
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To expand economic and technological exchanges with foreign countries, we must make full 
use of the coastal areas, and especially the coastal cities. Shanghai, Tianjin, Guangzhou, 
Dalian, Qingdao, Fuzhou and Xiamen among other cities, should make a bigger contribution 

in this regard. We should lose no time in using different ways to train large numbers of 
specialists, technical personnel and sales agents for our foreign trade and other exter- 
nal economic affairs. They should become familiar with the world makret and with economic 
and technological developments abroad, and so constitute an effective network of informa- 
tion on world business and a marketing network which provides, among other things, servicing 
for the articles sold, We should continue to gradually reform the existing system of 
managing our foreign trade and other foreign economic relations, persisting in overall 
arrangements by the state and unified action in dealing with other countries and at the 
same time arousing the initiative of the local authorities, departments and enterprises. 


In short, it is our firm principle to follow an open-door policy and further economic and 
technological exchanges with other countries. We need international co-operation in our 
drive for modernization, Far-sighted personages in political and economic circles abroad 
understand the enormous potentialities of the Chinese market and its far-reaching signifi- 
cance for the steady development of the world economy. We should take stock of the current 
situation and work hard to expand and strengthen our contacts and co-operation with all 
those willing to have economic and technological exchanges with us on the basis of mutual 
benefit. 


8. Actively and steadily reform our economic system and realize the initiative of all 
concerned to the full. The chief weaknesses of our previous economic structure were 
over-concentration of power and failure to separate the functions of the government from 
those of the enterprises in matters of management; another weakness was egalitarianism 

in distribution with "everybody sharing food from the same big pot." In recent years, we 
have introduced certain reforms in agriculture, industry, finance and trade affecting the 
forms of ownership, planning, management and distribution. These reforms, carried out in 
accordance with the requirement that they serve, promote and conform with economic 
readjustment, have been markedly successful in mobilizing the enthusiasm of all concerned, 
reinvigorating the economy and advancing production. Nevertheless, they are still partial 
and exploratory in nature, and our work here has suffered from certain incongruities and 
from lack of co-ordination. The task before us is to sum up our experience in these 
reforms and, after careful investigation and study and repeated scientific confirmations, 
to draw up as soon as possible an overall plan for restructuring the economy and carry 

it out step by step. 


The state economy and the collective economy are the basic forms of Chinese economy. The 
individual economy of working people, operating within certain prescribed limits, is a 
necessary complement to the public economy. The vigorous development of socialist commodity 
production and commodity exchange in China is a necessity. The basic orientation of the 
structural reform of our economy should be as follows: while upholding the planned socialist 
economy, give scope to the supplementary role of regulation through the market and fully 
take into account and utilize the law of value when working out state plans; strengthen 
unified leadership by the state over economic activities of overall importance to the 
economy and the people's living standards, give different enterprises different degrees 

of decision-making power in their economic activities and at the same time extend the 
democratic rights of the workers and staff in the management of their enterprise; and 

change over from economic management relying solely on administrative measures to manage- 
ment combining economic with administrative measures and utilizing both laws and regulations 
as well as economic levers in running the economy. 
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In keeping with this basic orientation, we advance the following tentative ideas regarding 
the reform of our economic system: gradually separate the functions of government from those 
of the enterprises, which should be given greater power of decision so as to make them 
relatively independent socialist economic units; break down the strong barriers between 
different localities and departments and, in accordance with the needs of co-ordination 
among specialized departments and of production, develop economic integration in various 
forms to organize the enterprises more rationally and, concurrently, establish trade 
associations to serve them; change over from the closed commodity circulation system with 
few channels but too many levels of management to an open and many-channelled system with 
as few levels as possible; and establish different kinds of economic centres and 
rationally managed economic networks by relying on big and medium-sized cities. In co- 
ordination with these measures, a series of reforms should be initiated in planning, 
stastistics, finance, taxation, pricing, banking, commerce, distribution of material 
resources, foreign trade, labour use and the wage system, 


A key problem in the reforms is the correct understanding and handling of the relations 
between planned economy on the one hand and regulation through the market on the other. 

As far back as 1956, after the completion in the main of the socialist transformation 

of the private ownership of the means of production, Comrade Chen Yun said: "Planned pro- 
duction constitutes the bulk of our industrial and agricultural production, and it is com- 
plemented by free production conducted according to varied market conditions and within 
the limits allowed by the state plan." Comrade Chen Yun's comment is still of immediate 
significance in guiding our current reforms. We are of the opinion that different methods 
of management can be adopted for different enterprises in accordance with their varying 
importance to the national economy and the people's living standards, their different forms 
of ownership and the different roles, varieties and specifications of their products. 
Generally speaking, there are four types of enterprises and products: first type -- pro- 
duction is organized under state plans which are mandatory in nature. This concerns enter- 
prises in the key branches of the economy or products vital to the economy and the people's 
living standards; their output value constitutes the greater part of the total output 

value of industry and agriculture, but the variety of their products is not large. Second 
type -- production is organized according to changing market conditions and within the 
limits permitted by the state plan; this covers miscellaneous small commodities turned out 
separately by numerous small enterprises or individual producers, for which it is incon- 
venient or impossible to enforce unified planning and management. The output value of 

this category accounts for only a fraction of the total output value of industry and 
agriculture. There are two other types between these two. In one, the major part of 
production comes under state planning with the rest organized by the enterprises own 
decisions; on the whole, this type is generally similar to the first, but with certain 
differences. In the other type, a principal part of production is organized by the enter- 
prises according to changing market conditions, with the remainder coming under state 
planning; this type is very much like the second, though there are also certain differences 
between them. This entire system of management differs from our previous system of rigid 
control and differs still more from the capitalist market economy. Combining unified and 
centralized leadership of the state with the enterprises’ initiative, it ensures flexible 
control and orderly and lively activity with better economic results and enables us to 
organize and develop production according to the needs of society. 


Through the structural reform of the economy it is necessary to make better use of pricing, 
taxation and credit as economic levers, to curtail the production of goods in excess supply 
and increase the production of those in short supply, to advance the reorganization of 
industry, readjust the levels of profit for the enterprises, impel them to improve operations 
and management and increase state revenue. 
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Moreover, it is imperative to intensify work on economic legislation and give play to the 
guiding and supervisory roles of industrial and commercial administrations, statistics, 
finance, banking, etc., 80 that the economic activities of the enterprises will contribute 
to the development of the economy as a whole, 


As a significant change in the system and methods of economic management, the structural 
reform of the economy involves a major readjustment of the economic rights and interests 

of the relevant parties. Both in theory and in practice, it involves many problems calling 
for study and solution. As we lack experience here, we should take an active attitude but 
steady steps. Every reform needs to be preceded by sober investigation and study, feasi- 
bility analysis and well-conceived planning, and should be popularized step by step through 
experiment, We should continue our probing and sum up our experience from time to time so 
as to advance steadily in the accomplishment of this important historical mission. 


9. Raise the scientific and cultural level of all working people, and organize strong 
forces to tackle key scientific research projects. We must train large numbers of special- 
ists of all grades in all lines and large numbers of competent workers for our moderniza- 
tion programme. This is of paramount importance. China is still rather backward in educa- 
tion and science, whose development thus lags behind that of the various sectors of the 
economy. Unless we solve this problem, we shall fail in our drive for modernizaticn. 


Our basic policy in education is clear-cut: it aims to enable those who receive an education 
to develop morally, intellectually and physically and become workers with both socialist 
consciousness and culture and become both Red and c.pert, and to persist in the integration 
of mental with manual labour and of the intellectuals with the workers and peasants. 

The immediate task is to go a step further in implementing this policy in the light of 

the specific conditions of our modernization programme. Higher education must be vigor- 
ously and steadily expanded, while paying special attention to raising its quality. On 

the basis of painstaking investigation and study, necessary readjustments and reforms 

should be made with regard to the specialities offered, the system of leadership, teaching 
methods and the content of instruction. In addition to regular universities and colleges, 
spare-time, television and correspondence universities should be actively developed so as 

to encourage people to become educated by teaching themselves. In secondary education, 

the situation in which vocational schools are markedly outnumbered by general schools must 
be gradually changed, specialized secondary schools be increased, and large numbers of 
skilled workers and intermediate specialized personnel be trained to facilitate employment 
and raise the cultural, technical, political and ideological levels of workers and staff. 

At the same time, we must pay attention to the physical and mental health of the students 

as well as to their scholastic progress and move away from the one-sided drive to get 

bigger percentages of students into higher education. Recently our fellow deputy Ye Shengtao 
wrote an article entitled "I Appeal," criticizing the secondary schools and some of the 
primary schools too for their current error of unduly stressing increased rates of admission 
into higher schools. Sincere and to the point, the article speaks the mind of the students, 
their parents and teachers and other sections of the people. We hope that all those con- 
cerned will pay due attention to this problem and solve it. In primary education, too, 
measures should be taken to lighten the burden of the pupils so as to ensure their sound 
development -- physical, intellectual and moral. Schools, families and society should co- 
ordinate their efforts in the ideological and political education of the students. Schools 
at all levels must stress the teaching of Chinese history and geography, which forms a 
significant part of the students’ education in patriotism. They should also conduct 
education in legal matters and arrange relevant courses. Moreover, we must train large 
numbers of competent teachers for pre-school education, so that more pre-school children 
will be able to enter kindergartens and receive education suited to their physical and 
mental conditions. 
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We must conscientiously carry out the decision on strengthening education among workers 

and staff adopted by the Central Committee of the party and the State Council, and do it 
more effectively. Here I would like to speak about the education of peasants in particular. 
This is an important and difficult task which should be put on the agenda right now. 
Governments at all levels should accomplish it successfully. Evening schools, winter 
classes and other forms of schooling traditionally welcomed by the peasants should be 
popularized, but they cannot take the place of regular primary and middle schools. Having 
recognized the importance of acquiring scientific and general knowledge, the peasants 

are now keen on such studies, but at the same time some are reluctant to send their children 
to school because they need them in auxiliary labour. Governments at all levels should 

try to pursuade the peasants to handle the relations between their immediate and long-term 
interests properly, subordinating the former to the latter. 


Our basic policy for scientific and technological development is equally clear-cut. Science 
and technology, with their numerous branchss, should serve all aspects of human life. 

There must be no weakening of basic research, but the stress in the development of science 
and technology as a whole should be on serving economic construction and, in particular, 

on the solution of key problems in the economy involving major economic benefits. Our 
present task is to employ science and technology more efficiently so that they will be 

a powerful productive force, a great stimulus to economic development. 


To place science and technology fully at the service of the economy, it is now most necessary 
to apply and spread the results we have obtained in scientific and technological research. 

In recent years, we have accomplished much in such research and also imported a good 

deal of advanced technology. Drawing on these assets and making wider use of them can 

yield enormous results if we do it in time. We should strive to apply the results of 
scientific and technological research in laboratories to production, apply those gained 

in the national defence industry to production for both defence and civilian purposes, 

and apply those gained in the coastal areas to production in the hinterland, as well as 
assimilate foreign experience for use in China. In the past year or so, several research 
and designing institutions have organized various forms of association with production units, 
and owrked out new methods and systems, such as the contracting system, compensated transfers 
of technology, technical services, output-related responsibility in agro-technical service, 
and advisory agro-technical contracts. All this has helped research and designing instiutions 
to be directly oriented towards production, and to cater to the needs of increasing 
production; at the same time, it has provided a motive for the popularization of science 

and technology. It is thus highly beneficial to the development of the economy and of 
science and technology themselves. 


Generally speaking, our science and technology are still rather backw2rd, but they are by 
no means backward in every respect. For in certain fields we have already attained a 
fairly high level and a considerable scale in terms of size of research staff, experi- 
mental facilities, and results of research. We should in no case underestimate ourselves. 
To meet the fairly long-term needs of our developing economy, it is now necessary to set 
before all leading scientific and technological departments, all research institutions and 
all scientific and technological personnel the task of tackling key problems in science 
and technology by pooling their efforts and strengthening their cooperation. After repeated 
studies and confirmation by the departments and specialists concerned, we will select 

a number of research projects of major national economic significance and organize the 
efforts of all concerned to effect a breakthrough. 


1, 16 Dec 81 K 26 CHINA 
PRC NATLONAL AFFAIRS 


These projects include techniques for increasing farm yields such as seed and soil 
improvement, water and soll conservation, plant protection and manufacture of new 
varieties of farm chemicals; techniques of foodstuff storage and processing, and of 
keeping it fresh for a long time; finishing techniques for textiles; techniques for the 
conservation and better utilization of energy; techniques for the multi-purpose use 

of coal and petroleum; techniques for the comprehensive exploitation and utilization of 
nonferrous metals; and research an new materials, new technologies, new equipment and 
new products which are of key importance to China's economic growth. Work on the above 
projects is important and necessary for the accelerated development of our national 
economy. We hope that all concerned will give it adequate attention. Our achievements 
in science and technology are already at the point where we can conquer a number of 
difficult scientific problems. We are convinced that our scientific and technological 
personnel have both the will and the ability to make a breakthrough in these mator projects. 


10, Proceed with the concept of everything for the people and make overall arrangements 
for production, construction and the people's livelihood. The fundamental purpose of 
socialist revolution and construction is continuously to raise the productive forces in 
order to meet the growing material and cultural needs of the people step by step. In the 
final analysis, our economic construction is aimed at resolving the contradiction between 
the growing material and cultural needs of the people and our still backward productive 
forces. 


For a rather long period in the past, we one-sidedly stressed capital construction to the 
neglect of improvements in the people's standard of living. And in capital construction, 
we one-sidedly stressed expanding heavy industry to the neglect of the consumer goods 
industry, housing and urban public utilities. This led to poor economic results, and 

the people's standard of living could not be improved to the extent that it should have 
been. Beginning from the third plenary session of the eleventh Central Committee of the 
party held in December 1978, we have further summed up our experience, resolutely corrected 
this deviation and have done our best to improve the people's standard of living, sig- 
nificantly raising the real income and the level of consumption of the overwhelming 
majority of the people in town and country. The state will continue to make appropriate 
readjustment in the: relationship between the economic interests of the state, the 
collective and the individual, eliminate irrationalities in the wage and bonus system, 
and build more houses for workers and staff and more urban public utilities, schools and 
hospitals. To give top priority to the people's interests and, first and foremost to 
satisfy their basic everyday needs in handling the relationship between production ana 
construction and the living conditions of the people -- henceforth this is the principle 
to which we must firmly adhere. 


However, improvement in the people's standard of living must be based on the growth of 
production. As production can only grow gradually, the standard of living can likewise 
only be improved gradually, and we cannot go too fast. Both theory and practice have 
proved that improvements in the people's standard of living cannot run ahead of the 
growth of production and the increase in labor productivity, that the increase in the 
people's purchasing power must be commensurate with that in the supply of consumer goods 
and that the portion of the national income going for accumulation must increase at a 
certain rate and proportion. All these are objective economic laws, if they are violated, 
if attention is paid only to improving the people's livelihood t>’»v and not to produc- 
tion and construction and if we are too exacting or hasty in. «¢ id for a higher 
standard of living, the long-term fundamental interests of the c: u..ry and people are 
bound to suffer. The present practice of handing out bonuses indiscriminately must be 
sternly checked. 
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Investigations must be made to establish the responsibility of those engaged in such 
unlawful practices as seeking self-interest at the public expense and damaging the 
interests of the state to benefit one's own unit. Leading cadres in some enterprises 
and other units damage the interests of the state in various ways in order to accomodate 
to the demands of certain individuals who give no heed to the overall public interest. 
This is absolutely impermissible. 


To ensure the gradual raising of the people's standard of living, we must unswervingly 
persist in our effort to control population growth. There are two possibilities here: 
either to control population growth strictly and effectively so that the living 
standards of the entire people can improve step by step and national construction can 
expand year by year, or to fail to enforce strict and effective control, allowing the 
population to grow substantially, in which case the people's standard of living cannot 
be raised and economic, cultural and defence construction cannot be carried out 
successfully. Either one or the other. Rigorous enforcement of family planning and 
strict control of population growth is a long-term strategic task. The stress in family 
planning should be on the rural areas which have more than 80 per cent of the popula- 
tion. Since the introduction of various forms of the responsibility system for 
agricultural production, the existing measures for control over population growth have 
not been able to cope with the new situation, and an upturn in the birth rate has been 
reported in some places. We must not allow this situation to develop unchecked. 
Governments at all levels must strengthen their leadership over family planning work 
steadily raise the consciousness of the masses with regard to it through painstaking 

and meticulous publicity and education, and constantly promote scientific research to 
improve family planning techniques. The measures taken in many areas to reward couples 
who limit themselves to a single child and to restrict the practice of having two or 
more children, should be continued. Meanwhile, all acts violating law and discipline in 
the enforcement of such measures must be firmly opposed and prevented. It is our policy 
to control population growth while raising the quality of the population. For the 
interests of the people and the future of the nation, we call on people throughout the 
country to strive unremittingly to achieve the goal of keeping China's population within 
1,200 million by the end of this century. 


Fellow deputies, ours is a unified multinational country. Our ten principles for 
economic construction are, in general, all applicable to the minority nationality areas. 
But they should be implemented with due consideration to specific local characteristics 
and conditions. Since the liberation of the entire country, much progress has been made 
in agriculture, animal husbandry, industry, transport, education, science, culture and 
public health service in the minority nationality areas, where the material and cultural 
life of the people has improved markedly. In particular, we reaffirmed last year that 
the right of the minority nationalities to regional autonomy must be respected and that 
the national autonomous areas should be allowed to adopt specific policies suited to 
their economic conditions and national characteristics. This policy has led to 
favourable results in the economic development of the minority nationality areas and 
should be persevered in. The state should render the necessary financial, material and 
technical aid to these areas in order to help the minority nationalities increase 
production, achieve prosperity, raise their cultural level and enjoy a higher standard 
of living. It has been the consistent policy of our party and government to carry out 
among the people and cadres of all nationalities repeated and earnest education in our 
nationality policy, develop and improve socialist relations between the various 
nationalities, promote their unity and mutual assistance, treat them all as equals, and 
help develop the economyand culture in the minority areas. This policy must be 
unwaveringly implemented at all times and under all circumstances. 
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The ten principles for economic construction proposed by the State Council touch on a wide 
range of questions. What I would like to stress is that only today and not before has it 
become at all possible to put them forward fairly concretely and systematically, because 
before we lacked the necessary practice and because the various problems arising from 

the development of our economy and their interrelations had not yet revealed themselves 
as clearly as now, and as a consequence people could not then gain the necessary under- 
standing and arrive at the necessary judgements and conclusions. Not long ago, the 
Central Committee of the party accomplished the historic task of making an overall 
assessment of the party's history since the founding of the People's Republic. This has 
enabled us to make a better review of our successes and failures in economic construction, 
re-evaluate our gains andlosses and put forward the principles and policies which I 

have discussed above. The Resolution on Certain Questions inthe History of Our Party 
Since the Founding of the People's Republic of China made a scientific analysis of 

Mao Zedong Thought and clearly separated it from Comrade Mao Zedong's mistakes in his 
later years, thus re-establishing the true nature of Mao Zedong Thought. The theories 

of Mao Zedong Thought concerning socialist construction and the stand, viewpoint and 
method running through the whole of Mao Zedong Thought have consequently become more 
powerful instruments than ever for studying our country's economic problems. Our fellow 
deputies can see that the principles for economic construction proposed by the State 
Council are guided by Mao Zedong Thought, which integrates the universal truth of 
Marxism-Leninism with the concrete practice of China's revolution and construction. 

It is from Mao Zedong Thought that they derive their basic spirit and ideas. After 

these ten principles have been discussed, amended and adopted at this session they will 
be repeatedly tested inpractice in all fields so that they can be continually supple- 
mented and revised and become better suited to the realities of our country. 


III. Prospects for China's Economic Development 


While endeavouring to accomplish the economic tasks before it, the State Council is 
still drafting the sixth five-year plan for the development of the national economy. 
This plan will have a significant change in both its guiding ideas and its concrete 
arrangements, so that it will fully embody the prerequisites for the further carrying out 
of the policy of readjustment, restructuring, consolidation and improvement of the 
economy, provide a new approach to national economic development and also embody the 
ten principles expounded above, and especially their central idea of achieving better 
economic results. We began studying the plan's basic outlines and principal targets 
last year. But as we were pre-occupied with further economic readjustments and wished 
to work out the plan more carefully, we have not yet completed the draft. The State 
Council will submit the draft plan when it is ready to the National People's Congress 
for examination and approval. In this report, I can only deal with some of the 
salient points of the law now. ‘ 


The primary goal of the sixth five-year plan is to strive for a fundamental improvement 
in China's economic and financial situation. In the course of the plan, the rate of 
growth of the national income should equal or approach the rate of growth of the total 
output value of both industry and agriculture. And with regard to the distribution 

of the national income, the ratio of the accumulation fund should be reasonably reduced 
while that of the consumption fund will be appropriately increased in order to raise 
the people's standard of living. During the plan period, our main efforts should be 
concentrated on readjusting the economic structure, consolidating existing enterprises 
and carrying out the technical transformation of key enterprises. We will thus accumulate 
the strength and lay a more solid foundation for the further technical transformation 
of existing industry and transport during the seventh five-year plan. 
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We need five years or more to make further readjustments not only in the relationships 
between the different sectors of the national economy and within the individual sectors, 
but also in the set-up of production, the product mix, the technological make-up, the line-up 
of enterprises, and the organizational structure, so as to gradually rationalize them along 
with the gradual, overall reform of the various forms of the system of economic management. 
The tasks of readjustment, restructuring, consolidation and improvement of the economy will 
be extremely strenuous in the plan period, and such parts of the infrastructure as energy 
and transport will still be in the process of renovation and construction. Therefore it 
will be impossible for our economy to grow very rapidly during the sixth five-year plan. 

Of course this does not mean that we will not strive for a suitable rate of growth. But 

it must be a steady and realistic rate, which we can attain if we try. In other words, it 
must guarantee better economic results and enable the economy to accumulate strength, so 
laying a solid foundation for future development. 


If in the plan period we can lay this solid foundation, eliminate existing defects in the 
economy and establish proper ratios between its sectors and harmonious relations between 

all its parts, we shall be able to accelerate the development of the economy on the new 
foundation, a development which will gather more and more momentum. We can then expect more 
rapid development during the seventh five-year plan, and still more rapid development in 

the following decade. That is to say, we shall most probably enter a new period of economic 
renewal in the last decade of the century. After this period of renewal begin, our economy 
should not only develop at a good rate, but also yield impressive practical results. The 
standard of living of our people should rise considerably and our education, science, 
technology, culture and national defence should reach a new level. Under the correct 
leadership of the Chinese Communist Party, we must mobilize and organize all our people 

to try to double and redouble China's total industiral and agricultural output value in 
twenty years through enhanced enthusiasm, concerted effort, arduous struggle and thrift 

in order to raise the level of consumption and enable the people to achieve a relatively 
comfortable standare of living. By that time, our economy should be in a position to take 
off from a new starting point, from which it will be able to advance more swiftly and catch 
up with the economically more developed countries. 


There are good grounds for the optimistic view we have expressed on the prospects for our 
country's economic development. 


We have already shifted the focus of all our work to socialist modernization and will 
unshakably persist in this orientation. The guideline for our economic work has been 
rectified. We have accumulated a valuable store of experience in construction, which will 

be further enriched and expanded in practice. We have built up a fairly extensive material 
and technical base which will play a bigger and bigger role. Moreover, present internationai 
conditions are favourable for our economic construction. Of course, there are also a number 
of adverse conditions which will inevitably affect and hinder our economic development. 

But after all, they are only temporary and can be overcome, while the favourable factors 

are basic and enduring. 


Ours is a developing country. Our rich resources are far from being well exploited and 
utilized. Our economic level is still rather low, and managerial, scientific and techno- 
logical levels are still backward. These are undoubtedly weaknesses we should face up to. 
Nevertheless, these very weaknesses reveal our country's vast potential. Not only do we 
have our own positive and negative experience to draw on, we can also refer to and employ 
the advanced technological and managerial experience of other countries. There is no need 
to start from scratch in everything and risk following others’ detours. Therefore, provided 
we have the correct approach, from a long-term point of view our economy will develop at 

a fairly quick pace. 
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Ours is not only a developing country, it is also a socialist country. We have 

achieved the public ownership of the means of production and abolished the system 

of exploitation of man by man, That portion of the social wealth formerly appropriated 
by the exploiters has reverted wholly to the people, and the growth and distribution 

of the entire social wealth can therefore be effected rationally and in a planned way. 

In this lies the fundamental superiority of the socialist system. Because of long- 
standing "left" errors in the guideline for our economic work in the past and of certain 
defects in economic management, neither the intrinsic superiority of the socialist system 
nor the initiative and creativeness of the workers, peasants and intellectuals have been 
given full scope. The overall restructuring of the economy, the application of the system 
of responsibility in agricultural production, the system of economic responsibility in 
industry and other measures will play an important role in fully realizing the intrinsic 
superiority of our socialist system and in future liberating the productive forces. 


With regard to the prospects for our economic development, we have to guard against two 
erroneous tendencies. One is pessimism about the modernization programme, stemming from 
failure to see the favourable conditions and consequent lack of confidence in the future. 

The other is the unrealistic expectation of quick results stemming from failure to see 
existing difficulties and the extreme arduousness and complexity of our tasks. Strategically, 
we must think in terms of a long period of time for construction. We must seek truth 

from facts, emphasize practical results, act according to our capacity and work with all 

our energy in order gradually and systematically to attain the magnificent goal of moder- 
nizing our agriculture, industry, national defense and science and technology. 


Fellow deputies, next year, 1982, will be the second year of the sixth five-year plan 

and also the second year in the further readjustment of the economy. In order to realize 
our bright prospects in economic development, we must go all out and work conscientiously 
to achieve successes in our present work. Next year's main economic tasks are to con- 
solidate our achievements in stabilizing the economy, continue to maintain the basic 
balance between revenues and expenditures in finance and credit and the basic stability 
of prices, and strive for better economic results, which will allow the national economy 
to develop a little faster than this year. The plan set for 1982 requires us to increase 
total agricultural and industrial output value by 4 per cent instead of by 3 per cent 

as expected for this year and to strive to surpass this rate while implementing the 

plan. Also planned is an increase in the national income by about 4 per cent as 

compared with this year. This requires another substantial expansion in agriculture 

and the textile and other light industries in 1982, and in addition an increase in 

heavy industrial production as opposed to the decrease in 1981. With regard to the ° 
distribution of the national income, our target is to increase consumption by 5.7 per cent 
and the total volume of retail sales by 8 per cent, while accumulation is to increase 

by 3.2 per cent and direct investments under the state budget by 5.7 per cent. 
Expenditures for education, science, culture, public health and physical culture should 
increase by 5.9 per cent. The collectively owned sector and the necessary individual 
economy of working people should be actively promoted, and various means should be 
adopted to provide proper employment for persons in urban areas who are waiting for 

jobs. The standard of living of both the urban and rural people should continue to 
improve, Strenuous efforts must be made to carry out the all-round consolidation of 
enterprises next year. Those which turn out low-quality products with high energy 
consumption or have long been operating at a loss must be shut down, or suspend 
operation, or be amalgamated with other enterprises orswitch to the manufacture of 

other products. In order to fulfil the plan set for 1982, we should do our utmost to 
gain better economic results and strive for noteworthy achievements in all fields, such 
as agricultural and industrial production, transport, capital construction, commodity 
circulation, finance and banking. 
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The draft outline of the 1982 plan for economic and social development has been submitted 
to the session for discussion. I would like to suggest that the session approve it in 
principle. After revising it in accordance with the opinions of the deputies, the State 
Council will submit it to the Standing Committee of the National People's Congress for 
examination and approval. 


Fellow deputies, in the work of socialist modernization, we must strive for a high level 
of both material and cultural development. The two are inseparable. Only by so doing 
can we ensure the sustained growth of the national economy and the socialist orientation 
of material development. 


Cultural development covers a wide wrea, but it must have as its main content the 
following two aspects: one is the scope and level of development of education, science, 
culture, art, public health and physical culture. This is an indicator of a society's 
level and degree of civilization. Every society develops this aspect of cultural life 
to suit its needs, but the socialist system demands its wider and faster development. 

We must tap our intellectual resources and increase intellectual investment so that a 
correspondence is achieved between such investment and investment in production and con- 
struction, and the requirements of economic development are consequently met. The other 
aspect is the orientation and level of the political, ideological and moral development 
of society. This is determined by the nature of the social system and, in turn, strongly 
reacts on the latter. 


Owing to complex historical and practical reasons, this problem is becoming more and more 
pronounced and requires immediate solution. Through effective publicity and education, 
political and ideological work, and work in other fields, and through promoting socialist 
democracy and perfecting the socialist legal system, we must enable more and more members 
of society to cherish the socialist and communist ideology, morality and attitude towards 
labour, to cultivate noble thoughts and feelings, a fine life style and aesthetic standard, 
a conscious law-abiding spirit and a high sense of organization and discipline, to persist 
in the principle of subordinating personal and partial interests to those of the whole 

and subordinating immediate to long-term interests, of doing everything for socialist 
modernization and the socialist motherland, and to develop the lofty spirit of patriotism 
and internationalism. In handling relations among the people, including relations 

between the people of different nationalities, between workers, peasants and intellectuals, 
between cadres and the masses, between soldiers and civilians, between the advanced and 


less advanced, between the well-off and those in more difficult circumstances as well as 
between the different participants in economic life--the buyer and the seller, those who 
serve and those who receive services, the producer and the consumer--alil the members of 


our society should be able to respect, show concern for, unite with and help each other. 
They must be able to take into account the interest of the whole, observe principles, 

act fairly and honestly, do a good job at their posts, and serve the people and be 
responsible to them. In their relations with foreigners, they must be neither over- 
bearing nor servile. In handling the relations between the ideai and the reality, they 
must have firm confidence in the gradual improvement of the socialist system and the 
certain realization of communist society in all its splendor following the development 
and maturity of socialist society. And to realize this ideal, they must be able at the 
same time to make persistent, down-to-earth efforts and adopt a correct attitude towards 
difficulties and the negative features of real life, neither cherishing naive illusions, 
nor feeling pessimistic or disillusioned in any circumstances. The development of this 
ideological side of cultural life is a hallmark of our socialist society as distinguished 
from capitalist society and other exploitative societies of the past. It is an important 
social, political and ideological condition for ensuring the future of our socialist 
economy and socialist society and represents the common aspiration and strong desire of 
all upright and politically conscious citizens. 
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We have scored remarkable achievements in raising the level ~f our cultural life in the 
past year. The emergence of large numbers of advanced workers, pacesetters in the new 
Long March, March 8 red banner winners and other heroes ani model workers on all fronts 
bears living testimony to this. 


As you all know, Comrade Deng Xiaoping pointed out in a talk last July that a trend 
towards bourgeois liberalization, a departure from the principles of leadership by the 
Communist Party and of taking the socialist road, has developed, on the ideological front, 
and that it must be resolutely brought to an end. In his speech at the rally in commemor- 
ation of the centenary of Lu Xun's birthday last September, Comrade Hu Yaobang emphasized 
that, in addition to the erroneous ideas of liberalization among some people on the ideo- 
logical front there are also negative factors of different kinds in our work and among 
our cadres, party members and government functionaries on other fronts. In our economic 
life, we must continue to advocate a high ethical and cultural level under socialism and 
unfold the movement of "five stresses and four points of beauty" (note: The five stresses 
are: stress on decorum, manners, hygiene, discipline and morals. The four points of 
beauty are: beauty of the mind, language, behaviour and the environment.) Resist and 
overcome the corrosive influence of exploiting class ideologies and other ideologies 
running counter to the socialist system, such as capitalist ideology, surviving feudal 
ideology, anarchism, ultra-individualism and bureaucratism, and oppose and crack down on 
unlawful or criminal activities undermining our socialist economy and socialist cause. 


China was a semi-feudal and semi-colonial society for more than a century. Capitalist 
and slavish colonial ideology have not yet been eradicated from the minds of a part of 
the people. In recent years, our international contacts have sharply increased. As a 
result of corrosion by the corrupt ideology and life style of the foreign bourgeoisie, 
instances of abandonment of our national dignity have recurred in some places. This state 
of affairs merits our earnest attention. On the eve of nationwide victory in our revolu- 
tion, Comrade Mao Zedong gave a timely warning against the bourgeoisie's "sugar-coated 
bullets." Now we are facing a similar situation. It is necessary to remind our govern- 
ment functionaries at all levels, and particularly those engaged in economic work, of the 
necessity of maintaining a firm stand and keeping a level head so as not to be corrupted 
by the decadent capitalist ideology and way of life. It is of particular importance to 
strengthen the work of educating the young people so that they will be better able to 
resist various types of erroneous ideas. 


Owing to the severe damage to our fine traditions done by the ten years of internal 
disorder and to the resurgence of certain old habits and ideas left over from the old 
society, there has been a recent increase in such obnoxious practices as giving lavish 


dinner parties an* ~‘*ts, trying to establish underhand connections for the sake of 
personal gain, ing commissions, securing advantages through pull or influence and 
going in for ex. gzance and waste. A few economic units, economic administrative organs 


and their leading cadres not only turn a blind eye to such practices but even go along 
with them. The corrosive influence of these practices on our cadres and functionaries 
has been grave, causing great dissatisfaction among the masses. This problem merits the 
serious attention of leading organs at all levels and of all our cadres. Effective 
measures must be adopted to plug all loopholes an check unhealthy tendencies in our 
economic work. 


Owing to the inadequacies in our laws and regulations covering the administrative and 
economic fields as well as in our management system, many weak links stili exist. 
Furthermore, the leadership in some areas, departments or units is lax and flabby. 
Objectively this provides the few lawbreakers and violators of discipline with openings 
and opportunities to carry out activities undermining the socialist economy. 
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At present, such criminal activities as graft, embezzlement, speculation, profiteering, 
smuggling and tax evasion are rife in some areas. There have even been instances of open 
plunder of state-owned goods and materials and appropriation of other state property. 

What is particularly serious is that some economic units and some government functionaries 
connive at, shield or even directly participate in these activities, thus gravely corrupting 
our state organs and cadre ranks. 


These phenomena must be dealt with sternly and correctly according to the merits of each 
case. Mistakes in the ideological sphere must be overcome through criticism and self- 
criticism and through political and ideological education. Those who have made serious 
mistakes in violation of administrative regulations but refuse to mend their ways must be 
disciplined, Those who have violated criminal law must be dealt with according to law, and 
cases of a grave nature must be dealt with severely. Punishment must be meted out to all 
government functionaries who take part in criminal activities, and no criminality is to 

be tolerated. In recent years, our country has been quite active in the sphere of economic 
legislation and jurisdiction. A good many laws and regulations pertaining to the economy 
are being drafted. Economic courts have been established at most levels. Our efforts in 
this area still need to be greatly reinforced. Some units are unwilling to submit criminal 
cases in the economic field for trial, because it is against their interests to do so. 

This is not only harmful to normal economic activities and hinders an effective crackdown 
on criminals but also goes directly against socialist legality. This state of affairs 
must, therefore, be changed quickly and resolutely. While learning to make use of other 
measures, the leading members of all government offices and economic organizations must 
acquire a better mastery of legal measures to maintain economic order. Besides the 
economic departments, all public security units, procuratorial and courts, industrial 

and commercial administration, customs offices and tax bureaus must co-ordinate their 
efforts to deal timely and heavy blows at criminals in the economic field in accordance 
with the laws and regulations of the state. 


It must be pointed out that such criminals constitute only a tiny minority in our society. 
Over the past year, our governments at all levels and the broad masses have waged determined 
struggles against them. Naturally, after they have been punished, new ones are likely to 
emerge. No matter when, where and in what form they may appear, we should neither relax 

our vigilance against them nor let them go free. With the close co-operation of our 
governments at all levels, our judicial organs and our entire people, we will certainly 

be strong an’ resourceful enough to struggle against the various kinds of criminals and 
against the unhealthy tendencies in the economic field, so as to ensure that our socialist 
material development will not be impaired, and to promote the daily progress of our cultural 
level under socialism. We must be confident that with the development of our socialist 
economy, the improvement of our socialist legal system and the enhancement of our cultural 
level, therewill be far less scope for criminal activities, and criminals will find 
themselves tightly encircled by the people. Socialist China will never become a paradise 
for a handful of saboteurs and adventurers. Such days are gone forever. Our socialist 
cause, our material and particularly our cultural level will advance steadily in our 
struggle against them. 


The bureaucratic tendencies that exist at present in our political life and economic 
administration are an important obstacle to our new approach to economic development and 
the realization of our modernization programme. At the Third Session of the Fifth National 
People's Congress in September 1980, the problem of eliminating bureaucratism was dis- 
cussed, its causes and its various manifestations in our present administrative system were 
analysed and solutions were proposed. 
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Over the past year or so, many successes have been achieved in combating the malady of 
bureaucratism, especially in improving the relationship between the cadres and the masses, 
and there have been quite a few refreshing instances of a new style of work among the 
cadres. But, on the whole, the results are still not particularly satisfactory. More 
recently, acting on the suggestion of the Central Committee of the party, the State 
Council has repeatedly studied and discussed the problem of eliminating bureaucratism. 

To ensure effective leadership for the modernization programme, the State Council is 
determined to adopt firm measures to alter the intolerably low efficiency resulting from 
overlapping and overstaffed administrations with their multi-tiered departments crammed 
full of superfluous personnel and deputy and nominal chiefs who engage in endless 
haggling and shifts of responsibility. The State Council has therefore adopted a 
decision to restructure the administration, beginning with the departments under the 

State Council itself, and to ensure accomplishment within a specified time limit. The 
restructuring of the government departments will give a nowerful impetus to the enthusiasm 
of our cadres, to the further improvement of our work style and methods of leadership 

and to the readjustment and restructuring of the whole economy. Leading cadres and all 
functionaries of departments under the State Council should set an example to local 
governments at all levels in performing the task of simplifying administration and raising 
working efficiency. During the restructuring, there will be relatively important reductions 
in or mergings of State Council departments, accompanied by all possible cuts in staff and 
fairly big changes in leadership. I would like to suggest here that the National People's 
Congress authorize its Standing Committee to examine and approve the restructuring plan 
upon its submission. 


While simplifying our government structure, we should also clearly define by administrative 
statutes the responsibilities and the limits on the powers of the departments of the 

State Council and the local governments at all levels and also the powers and duties devolving 
on them and their functionaries. Strict rules for assessing, rewarding and penalizing 
functionaries should be established. The habit of shirking responsibility and taking a 
dilatory and irresponsible attitude towards work must be resolucely rectified, and so 

must the bureaucratic style of work which piles up rec tape without solving actual problems. 
In the process of simplifying our administration, we should systematically promote to 
leading posts at different levels outstanding young and middle-aged cadres with practical 
experience and a talent for leadership who are qualified ideologically, politically and 
professionally, so that the ranks of our leading functionaries will become revolutionized, 
better educated, professionally more competent and younger. 


From time to time, leading cadres of the departments under the State Council and of govern- 
ments at all levels should go deep among the masses, get a deeper understanding of the 
realities of life, make investigations and studies, and help solve actual problems at 
lower levels and in grass-roots units. Beginning in January next year leading comrades 
from the economic departments under the State Council and those in charge of economic 

work in the provinces, municipalities and autonomous regions will head large numbers of 
cadres from both central and local authorities and go down to the enterprises and help 
them with their all-round consolidation. Cadres at all levels, and particularly the higher 
leaders, must set an example in restoring and carrying forward the fine traditions of 
sharing weal and woe with the masses and of plan living and hard struggle which were 
characteristic of the period of the revolutionary wars and the early years of the People's 
Republic, and they must make new contributions to socialist modernization. 
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Fellow deputies, our economic construction needs close co-operation, encouragement and 
support from the different fronts. We must adhere to the four fundamental principles, 
continue to develop the political situation of stability, unity and liveliness and strive 
to reinforce the great unity of the whole Chinese people. The united front has always 

been a "magic weapon" in our revolution and it will guarantee the success of our socialist 
modernization, The democratic parties, the democratic personages without party affiliation 
and patriots in all circles have a tradition of long-term co-operation with the Communist 
Party in the course of our revolution and construction. Our compatriots in Taiwan, 
Xianggang (Hong Kong) and Aomen (Macao) and Chinese citizens overseas have always been 
concerned with the construction, growing strength and unification of the motherland, thus 
manifesting their deep patriotism. We must conscientiously strengthen the re-education 

of the party and government cadres at all levels in the policy of the united front, so 

that they will fully respect and pay serious attention to the suggestions advanced by the 
personages from all circles, enable the latter to play an ample role at their respective 
posts’ and thus further consolidate and expand the patriotic united front. Acting in 
accordance with the policies and principles proclaimed by Ye Jianying, chairman of the 
Standing Committee of the National People's Congress, and the spirit of Comrade Hu Yaobang's 
speech at the meeting in commemoration of the 70th anniversary of the 1911 revolution, 

we should exert ourselves in every field of work so as to promote the unification of our 
country at an early date, an aspiration cherished by the entire people, including the 
people in Taiwan. The commanders and fighters of the People's Liberation Army must heighten 
their state of preparedness against war, step up military and political training and make 
new contributions in consolidating our national defence and safeguarding socialist 
construction. We must continue to carry out the diplomatic lines and policies laid down 
for us by Comrades Mao Zedong and Zhou Enlai, lines and policies which oppose hegemonism, 
safeguard world peace, support the just struggles of the people of various countries and 
promote the cause of human progress. Under the leadership of the Communist Party of China, 
let us hold aloft the banner of Marxism-Leninism and Mao Zedong Thought and march forward 
valiantly along the road to a modern and powerful, highly democratic and culturally 
advanced socialist China! 
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JTANGXT CCP DISCIPLINE INSPECTION CIRCULAR 
OW141409 Nanchang Jiangxi Provincial Service in Mandarin 1100 GMT 9 Dec 81 


[Text] Recently, the Jiangxi Provincial CCP Committee transmitted a circular by the 
provincial discipline inspection committee which called on party committees at all levels, 
while summing up this year's work, to comprehensively and earnestly examine and relate 
implementation of the guidiny principles for inner-party political life. In transmitting 
this circular, the provincia. CCP committee pointed out that while our party style has 
been improved and the party's fine tradition and work style restored to some extent in 
Jiangxi since the publication of the guiding principles, laxity in implementing them and 
party discipline still remains a problem. Some cadres, who are party members, especially 
some leading cadres, have turned a deaf ear to party injunctions; they adhere to their old 
wavs and deliberately break the law. As a result, unhealthy tendencies have continued to 
spread in some places and departments under their influence. This situation merits the 
attention of party organizations at all levels. We wust enhance our revolutionary vigor, 
do away with all forms of interference and obstruction, do things strictly according to 
the guiding principles and consistently uphold party rules and regulations. We must 
criticize and struggle against those unhealthy tendencies violating the guiding principles 
by taking a clear-cut political stand to basically improve party work stvle. To make the 
work a success in examining and summing up the implementation of the guiding principles 
this year, party committees at all levels must discuss the work fully and launch criticism 
and self-criticism in light of existing conditions. The main point of this discipline 
inspection is that leading groups, especially leading groups at or above county level, 
should rectify the unhealthy tendencies among members of the leading groups in all 
subordinate units. 


The circular of the provincial discipline inspection committee noted that it is necessary 
to affirm achievements and especially pay attention to singling out typical cases involving 
advanced collectives and individuals through inspection and summing up experiences, and to 
command and publicize their achievements. In the meantime, efforts should be made to 
discover existing major problems, where they have lagged behind, and the weak links in 
work. In areas and departments where unhealthy tendencies are more serious, steps should 
be taken to analyze the cause and the crux of the problem so that rectification measures 
can be correspondingly worked out to bring about a healthy atmosphere, to tighten party 
discipline and to improve the party's work style. 


SHANGHAI INTERNATIONAL TRADE PROJECTS OUTLINED 


OW090818 Beijing XINHUA in English 0800 GMT 9 Dec 81 


[Text] Shanghai, December 9 (XINHUA) -- Shanghai, China's biggest industrial center, 
since last year has signed contracts with overseas firms on starting 130 compensation 
trade projects, which are expected to generate 130 million U.S. dollars each year, 
municipal authorities announced today. 


The city now does compensation trade and processing work with Hong Kong, Macao and 15 
foreign countries including Japan, the United States, Canada and Australia. Last year, 
it had contracts with three countries -- Japan, Singapore and the Great Britain -- in 
addition to Hong Kong and Macao. 


In the first eight months of this year, said the authorities, the city received 13 
million U.S. dollars from processing and assembly work with materials and parts supplied 
by overseas clients. 


Processing of textiles, light industry products and handicrafts now account for 70 percent 
of the total. The rest includes machines and meters, farm machinery, pharmaceuticals 
and chemical products. 
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HENAN CIRCULAR CALLS FOR PRICE INSPECTIONS 


HK160300 Zhengzhou Henan Provincial Service in Mandarin 1100 GMT 13 Dec 81 


[Text] According to a HENAN RIBAO report, to do well in supplying commodities during the 
forthcoming New Year's Day and spring festival and to guarantee the basic stability of 
commodity prices in markets, the Henan provincial people's government issued a circular on 

6 December calling for carrying out province-wide general inspections of commodity prices 

in markets from now until spring festival. Such general inspections will be organized 

and carried out by prefectures and municipalities. Governments at all levels must respec- 
tively assign one leading comrade to take charge of the inspection, organize all departments 
concerned, including the commodity pricing, industrial and commercial departments, supply 
necessary personnel, make unified arrangements, put the stress on cities and towns, and 
carry out comprehensive inspections of commodity prices in both urban and rural markets. 


All areas must conscientiously implement the State Council's circular on strictly controlling 
commodity prices and rectifying negotiated prices and truly strengthen the management of 
commodity prices and the management of noncommodity charges. In particular, it is forbidden 
to wantonly raise or raise in a disguised way the prices of any commodities supplied during 
New Year's Day and the spring festival. It is also forbidden to wantonly raise or raise 

in a disguised way the prices or charges of the following items: haircuts and hairdressing; 
public baths; taking photographs; medical services; bicycles; restaurant meals;movie and 
theater tickets; and passenger train tickets. All state-run commercial departments including 
grain departments and supply and marketing units must strictly implement the policies on 
buying and selling commodities at negotiated prices as adopted by the State Council and 

the provincial people's government, control the varieties of commodities and the range of 
negotiated prices and truly shoulder the responsibility for stabilizing market prices and 
markets on the basis of the professional division of labor. 


Without permission from competent authorities, no units and departments are allowed to go 

to producing areas to try to beat out others in making purchases of commodities to be sold 
at negotiated prices and none of them are allowed to go to producing areas to fraudulently 
purchase such commodities. We must further enliven urban and rural fair trade and markets 
and protect legitimate business. We must resolutely hit hard at and seriously handle 
unlawful activities such as bullying one's counterparts in business and dominating markets; 
hoarding and cornering; and illegally purchasing commolities and reselling them at a 

profit. Illicit income from such unlawful activities must be turned over to local financial 
organs. 


DESCRIPTION OF HUNAN MILITARY UNITS' TRAINING 


HK060646 Changsha Hunan Provincial Service in Mandarin 1400 GMT 5 Dec 81 


[Text] The units subordinate to Hunan Military District have vigorously grasped formation 
training and work style rectification, and enhanced their military and political qualities. 

In carrying out training the units have seriously studied and applied the experiences of the self- 
defense counterattack against Vietnam, based their work on the characteristics of modern war, 

and reformed their training methods. They have scored relatively good results in all fields 

of training. 


The mechanized gun company of a certain unit carrying out construction work and other duties 
has carried out strict training and set strict demands despite pressing time and heavy 
tasks. It has carried out training in firing all its weapons with live ammunition this 
year, scoring outstanding results on each occasion. A certain regiment has worked hard to 
build socialist spiritual civilization. 
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Cadres and fighters have spontaneously resisted the influence of bourgeois ideology. 

The unit has scored notable results in building itself. The leading organs of the 
Guangzhou PLA units have summed up and popularized their experiences. The second squad 
of the first company of a certain unit on duty in Huangxing road in Changsha municipality 
has taken civilization with it onto the streets and lanes and has won a collective 
third-class merit 4 years in succession. The people call it "the civilization squad on 
Huangxing Road." 


Party committees at all levels in the military district have improved their work style 
and strengthened leadership over training and rectification in the units. This year 

479 work groups have been sent to the basic levels to investigate and study and help to 
solve practical problems. This has promoted the modernization and regularization of the 
units. 


HUNAN COMMENTARY ON STEALING STATE PROPERTY 


HK160229 Changsha Hunan Provincial Service in Mandarin 1100 GMT 14 Dec 81 
[Station short commentary: "State Property Cannot Be Encroached Upon") 


{Excerpts] Socialist public property cannot be encroached upon. Our country prohibits 
all people frow utilizing all means to encroach upon and squancer the property of the 
State and the collective. Our socialist laws do not allow an, encroachment on siete 
property. However, when the (Cemianhu) working area of Hutian coal mine was removed, a 
large quantity of property was robbed by a gang of the masses in the vicinity. This 
incident calls for deep thought. 


After the incident happened, for 5 days Hutian coal mine continuously sent 17 emergency 
telegraphs and telephone calls to relevant departments and a'so to the county to reporce 
this incident. The provincial people's government also sent two telegraphs to the county, 
telling it to send responsible comrades to investigate and handle the incident. However, 
some of our comrades did not see the seriousness of the incident and take effective 
measures so that this incident could not be stopped and handled in a timely manner. 

When the provincial CCP committee and the provincial people's government sent people to 
investigate and handle this incident, these comrades then came to realize the seriousness 
of this incident. They felt that they had not done their best. This has cleariy shown 
that a small number of our comrades have a weak concept of the state's legal system. 


The provincial CCP committee and the provincial people's government have now strictly dealt 
with the parties concerned. This incident has told us that under the condition of the 
people's democratic dictatorship, people, whoever they may be, rob the state of its 
materials under whatever pretexts and their actions are unlawful. They cannot escape 
sanction by the law. We must absorb lessons very well from this incident of the gang 
robbery of Hutian coal mine. We must constantly conduct education for the cadres and 

the masses in law and in loving our country and our collective. We must regard protection 
of the property of our country and our collective as the sacred duty of everyone. 


BRIEFS 


HUNAN DISCIPLINE INSPECTION CIRCULAR -- According to a HUNAN RIBAO report, the discipline 
inspection committee of the Hunan Provincial CCP Committee recently issued a circular 
urging people to do a good job of assigning jobs for college graduates and putting an end 
to all unsavory trends concerning this task. The circular demanded: 1) party organiza- 
tions must seriously popularize the party's guiding principles and the regulations 
formulated by the Ministry of Education; 2) party members of all organs and leading 
cadres must play exemplary roles and must not get things done through the backdoor; and 
3) party committees at all levels must give play to the supervisory role of the masses 
and attach importance to complaints lodged by the masses. [Changsha Hunan Provincial 
Service in Mandarin 2310 GMT 3 Dec 81 HK] 
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XIZANG ISSUES GRADUATES' JOB ASSIGNMENT CIRCULAR 


HK150558 Lhasa Xizang Regional Service in Mandarin 1130 GM! 12 Dee 81 


[Text] The discipline inspection committee of the Xizang Regional CCP Committee recently 
issued a circular forbidding interference in the assigning of jobs to graduates. The 
circular said: Since the propagation of the guiding principles in our region, the 
majority of parents who are also leading cadres and party members have been seriously 
implementing the guiding principles and relevant regulations on job assignments for 
graduates. Many parents have written to the schools and their children, urging and 
persuading their children to accept their assignments and the state's demand. 


These deeds of strictly abiding by law and discipline and not seeking privileges by making 
use of power have won the praises of the broad masses of people and cadres. It is hoped 
that all parents who are also leading cadres and party members and other relatives will 
exemplarily implement the guiding principles and be strict in demanding and educating 
their children to accept state assignments. 


However, we must point out that according to information supplied by certain schools and 
colleges, due to the fact that job assigning for graduates of colleges and universities 
in the province will be carried out soon, some parents among the leading cadres have 
written to schools, notified the schools in various ways concerning the job assignments 
for their children and asked that special arrangements be made to let their children 
stay in Lhasa or in school. 


If we do not promptly forbid this phenomenon, the students’ study and the teaching order 
in schools will be directly affected, and similarly, the relationship between the party 
and the masses and the work order will also be affected. In light of this, the following 
demands are put forth: 

@ 
1. It is necessary to resolutely implement the notice issued by the Central Discipline 
Inspection Commission on 3 July 1979 forbidding interference in the job assignment of 
university graduates and the demand put forth by the Ministry of Education this year on 
taking six measures in assigning jobs to graduates. 


2. All cadres and party members engaged in job assignment work for college and university 
graduates must do this work impartially in accordance with principles. They must not be 
swayed by personal considerations, promote personal relationships, do things through the 
backdoor or accept bribes. 


3. All parents, relatives and friends of college graduates, particularly those parents 
who are leading cadres and party members, must give full consideration to the state's 
interest and educate their children to accept state assignments. They must not do things 
through the backdoor, ask an influential person to help make special arrangements, 
promote illegal relationships, ask for a favor by means of sending informal notes or 
plead for mercy from both the positive and the negative sides. 


4. In assigning jobs to college graduates, it is necessary to uphold the principle of 
equally treating the children of leading cadres, ordinary cadres, workers, scheol cadres, 
and school staff and cadres and workers outside of schools. 


The circular demanded that all unsavory trends in assigning graduates jobs be checked 
and that all those who violate the above demands be dealt with in accordance with the 
degree of seriousness. 
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GANSU REPAIRS FLOOD DAMAGE ALONG HUANG HE 


$K131205 Lanzhou Gansu Provincial Service in Mandarin 1125 GMT 12 Dec 81 


[Excerpts] According to GANSU RIBAO, during the flood period this year many areas along the 
Huang He in western and southern Gansu were damaged by flooding. According to incomplete 
statistics, the total length of damaged major and minor water channels reached 240 kms 

and flood control embankments 245 kms. Over 480 water conservancy structures, pumping 
stations, small reservoirs, motor-pumped wells and small hydroelectric stations were also 
seriously damaged. All this has affected the irrigation of more than 800,000 mu of farmland. 


To improve irrigation operations in the winter-spring period, various localities throughout 
the province are actively revamping these water conservancy structures and facilities. 
Following the flooding the departments concerned under the provincial authorities had 
appropriated 2.29 million yuan on two occasions in November as subsidies for this operation 
in an effort to help the flood-stricken areas restore their facilities as soon as possible. 
The water conservancy department and the masses in various localities have also adopted 
temporary measures to irrigate their farmland while vigorously preparing building materials 
and have actively worked out plans for this repair work to lay a good foundation for 
increasing output next year. 


Of 195 pumping stations along both banks of the Huang He throughout Lanzhou municipality, 
158 stations were seriously damaged by flooding. Over 52,000 mu of farmland around these 
stations had suffered irrigation problems. At present, 15] pumping stations have been 
completely repaired or adopted temporary measures to resume irrigation and have already 
irrigated 50,000 mu of farmland. The majority of flood-damaged counties in western areas 
of the Huang He have also actively taken steps to repair their water conservancy facilities 
and have successfully completed winter irrigation work. 


GOVERNOR VIEWS QINGHAI ECONOMIC SUCCESS 


SK100905 Xining Qinghai Provincial Service in Mandarin 2330 GMT 9 Dec 81 


[Excerpts] At a government-sponsored cadre meeting on 7 December, Governor Zhang Guosheng 
said: The industrial and communications production situation in our province this year is 
better than expected. We must achieve a definite increase in industrial and communications 
production next year in order to make due contributions to the state. Zhang Guosheng said 
this year our province's industrial and communications departments have implemented the 
economic policy of readjustment, restructuring, reorganization and upgrading. Many 
departments, localities and enterprises have scored remarkable achievements. Production 
has been substantially increased. Production in the second quarter rose by 29.1 percent 
over the first quarter. Production fn the third quarter was even better than the second. 
The average monthly production in October and November exceeded that of the third quarter. 
By the end of November, our province had fulfilled 90.93 percent of the annual industrial 
and communications output value plan. This figure is much better than expected. The 
production of some key light and textile products has steadily increased. Heavy industry 
has started to change its service orientation in the course of the readjustment. Both 
light and heavy industries have increased variety and quality of products. The railway 
freight transport, highway transport and post and communications tasks have been fulfilled. 
These are the results of the implementation of the economic responsibility system, the 
strengthening of leadership and the mobilization of the masses to work hard for production. 


Zhang Guosheng said the key to ensuring definite growth in industrial and communications 
production next year lies in our good mental state. We must have a correct view of our 
province's industry. We should never have a sense of inferiority. We must also understand 
that our difficulties are only temporary ones, bound to occur during our advance. So long 
as we enhance our spirit, seek truth from facts, continue to tap production potentials in 
our existing enterprises, grasp enterprise consolidation work well and do a good job in 
reorganizing and integrating enterprises, our province will surely achieve definite 
industrial growth. 
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QINGHAI HOLDS FORUM ON RESPONSIBILITY SYSTEMS 


SK111141 Xining Qinghai Provincial Service in Mandarin 2330 GMT 10 Dec 81 


[Excerpts] The Qinghai provincial people's government sponsored a forum in Xining muni- 
cipality 3-9 December to sum up and exchange the experience gained since the beginning 
of 1981 in the work to enforce production responsibility systems among industrial and 
communications enterprises, to study some issues concerned, to devise ways to improve 
these responsibility systems and to make work arrangements for next year. Attending the 
forum were responsible comrades in charge of industrial and communications production 
from various autonomous prefectures, the Haidong prefectural administrative office and 
the Xining municipal people's government and responsible persons from provincial level 
departments such as industry and communications; finance, labor and planning and from 
the provincial trade union council, the provincial-level banks and the provincial social 
science institute -- more than 150 persons in all. Shen Ling, deputy governor of the 
province, presided over the forum and Governor Zhang Guosheng delivered a speech. 


During the forum participating comrades unanimously contended: Since the beginning of 
1981 and in line with the spirit of the central authorities’ instructions, the people's 
governments at all levels have done their work in this regard in a down-to-earth manner 
and have scored definite achievements in actively enforcing economic responsibility sys- 
tems. Of public-owned enterprises at or above the county level throughout the province, 
47 percent have enacted varied economic responsibility systems. Of collectively-owned 
enterprises across the province, 65 percent have enacted them. Their economic results 
have become more and more obvious and their managerial level has been steadily raised. 
The broad masses of staff members and workers have day after day enhanced their produc- 
tion vigor and their sense of responsibility in being masters of the plants. 


However, there still exist some problems in current work, which, chiefly, are that measures 
are not perfect, the basic work among some enterprises is weak. the growth of bonuses 

among a few departments and enterprises surpasses the growth of profits and labor pro- 
ductivity and some enterprises lag behind in conducting ideological and political work. 

A few staff members and workers have worked for monetary rewards. 


At the forum, participating comrades earnestly discussed the circular drafted by the 
provincial people's government in regard to enforcing responsibility systems in industrial 
and communications production and the work arrangement for next year in line with the 
spirit of the national planning work conference on this subject. 


SHAANXI PREFECTURES SHOW RECOVERY FROM FLOOD 


HK160327 Xian Shaanxi Provincial Service in Mandarin 1130 GMT 13 Dec 81 


[Excerpts] According to SHAANXI RIBAO, recovery work in the severely flood-hit areas of 
Baoji and Hanzhong Prefectures and elsewhere is very encouraging. Food has been arranged 
for all the flood victims, the clothing problems have been solved relatively well, and 
there has been a big turn for the better in the housing situation. Very great successes 
have been scored in industrial and agricultural production and all construction. The 
people enjoy ease of mind and social order is getting better and better. 


Hanzhong Prefecture is providing 25 jin a month of trade grain for each flood victim. This 
supply will go on until the first harvest of next year. Baoji municipality will supply 
everyone 1 jin of grain a day until the end of next June. Some 210,000 sets of clothing 
provided as support by the PLA and 800,000 items donated by the masses in Shaanxi and 
elsewhere have all been distributed to the flood victims. In Hanzhong Prefecture there 

is one ved quilt for every two persons who suffered particularly badly and also some for those 
who suffered seriously, and one padded jacket has been provided for every old, weak and 
disabled person. The two prefectures have built or repaired 41,000 houses, providing 
housing for 99,000 persons in 19,000 households. The other victims are temporarily living 
in straw or mud huts which can ensure their safe passage through the winter. The sick 

and injured have been given medical treatment. 
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Industrial and agricultural production and construction work have shown relatively rapid 
recovery. Hanzhong and Baoji Prefectures have planted 210,000 more mu of wheat than were 
actually harvested last year. Some heavily-stricken communes and brigades in Chenggu and 
Yang Counties have distributed fields damaged by water and mud to the peasants to repair 
and carry out winter sowing. They quickly planted wheat and rapeseed there. Thanks to the 
fact that the policies have been implemented well, the flood victoms have been very enthusi- 
astic to repair farmland and water conservation projects. By mid-November the two prefec- 
tures had repaired 140,000 mu of farmland and 68 kilometers of river embankment. Some 90 
percent of the 330 prefectural, municipal and county enterprises that had been forced to 
halt production because of the flood had resumed production, and some had reached or 
exceeded pre-disaster levels. 


Some 60,000 people have taken part in crash-repairing highways. After launching shock 
attacks by road section, they have reopened 32 out of 33 roads cut by the floods. Over 80 
percent of county and commune roads that had been cut have been reopened. Nine out of 10 
110,000-volt power transmission lines have been repaired. Some 5,600 of the 6,300 middle 
and primary schools that had to suspend classes have reopened. All 1.08 million pupils 
whose studies had been suspended have now resumed schooling. Basically all grain, commerce, 
supply and marketing, banking and other departments that had stopped work in the province 
are now in business again. 


XINJIANG TO EXPAND TOURIST, TRANSPORT FACILITIES 


OW080444 Beijing XINHUA in English 0245 GMT 8 Dec 81 


[Excerpts] Urumqi, December 7 (XINHUA) -- Xinjiang Uygur Autonomous Region in northwest 
China, famous for its ancient "silk road," plans to repair and restore 11 of its sites of 
historical interest and add tourist and transport facilities in the next few years to cope 
with the increasing number of visitors, according to Abdulla Reyim, director of the regional 
administration for travel and tourism. 


In the first ten months of this year, 6,000 tourists from abroad visited Xinjiang, more than 
double last year's total. Two new hotels for tourists from abroad were built in the past 
three years in Turpan and Shiheizi, a new city bordering the Gobi. Last year a new road 

for tourists from the "flame hill" to the age-old thousand buddha grotto was completed. 


According to Abdulla Reyim, a new hotel accomodating 300 people will be built in Urumei, 
capital of the autonomous region, and another one with 60 beds in Turpan will be expanded. 
Simply equipped hotels and yurts will be added and new roads built while more tourist 
guides and interpreters ill be trained. 


BRIEFS 


GANSU FARMLAND CAPITAL CONSTRUCTION -- Following the autumn harvest, Gansu Province has 
adopted various measures to wage a mass campaign for carrying out farmland capital construc- 
tion. By the end of Octobcr, the province built 20,000 mu of terraced fields and 27,500 

mu of drilled fields and mate great progress in planting trees and grass, flattening hills 
and filling up gullies. It has fulfilled its annual plan for farmland capital construction 
by 71 percent. [Lanzhou Ga su Provincial Service in Mandarin 1125 GMT 3 Dec 81 SK] 


SHAANXI COMMENDATION RALLY -- Shaanxi Province held a rally to command fine activists 

of trade unions 22-25 November in Xian. Attending the rally were some 200 people including 
activists of trade unions and advanced collectives. Certificates and prizes were awarded 

to activists of trade unions and advanced collectives. Zhang Fanghai, secretary of the pro- 
vincial CCP committee attended and spoke. The hard work of the activists of trade unions 

to do a good job of trade union work and make more contributions to the four modernizations. 
[Xian Shaanxi Provincial Service in Mandarin 0500 GMT 27 Nov 81 HK] 
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